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FREEDOM WITHIN AMERICAN ENTERPRISE 


Ove oF THE acute ironies of modern 
times is that those of us who see most 
clearly the virtues of free enterprise some- 
times fail to realize the full implications 
of the system we are so anxious to pre- 
serve. It is easy for management to see 
the stifling effects of too much govern- 
ment control. What we often fail to see 
is that the violation of the essential prin- 
ciples we advocate for government pro- 
duces the same stifling results within 
business as within the general economic 
system. 

If we consider closely our generally 
accepted theories of organization, we 
cannot help but note a curious parallel 
to the machine. Our ideal of an effec- 
tive organization is a smoothly running 
mechanism, in which all parts function 
smoothly, with a minimum of friction and 
a maximum economy of effort. Our very 
phraseology employs mechanical images. 
Organization charts are frequently re- 
ferred to as blueprints. Management 
engineering has become an important and 
respected profession, and there is even 
a vogue for so-called “human engineer- 
ing.” All our thinking about organiza- 
tion displays a strongly mechanical turn 
of mind. 

However, the nature of human organi- 
zation cannot be properly apprehended 
in terms of mechanistic concepts. Un- 
like the parts of a machine, the people 
who comprise a human organization are 
flesh-and-blood men and women, with sen- 
timents, ambitions, and needs of their 
own which range far beyond the confines 
of the organization of which they may 


be a part. They serve the needs of the 
organization willingly and enthusiastically 
only to the extent that the organization 
serves their needs as sentient, aspiring 
human beings. 

Viewed in these terms, the problems of 
economic organization and administration 
parallel those of political organization 
and administration. However, some man- 
agements, under the sadly mistaken notion 
that business and political life are two 
different orders of things, apply strictly 
authoritarian principles in the administra- 
tion of their business affairs. 

These businesses closely resemble the 
authoritarian state in that all thinking 
tends to flow from the top down. While 
the top administrator may delegate cer- 
tain parts of his responsibility and au- 
thority, the delegation consists largely 
of having his subordinates implement poli- 
cies and directives which have already 
been set up. To make such an organiza- 
tion work, management is forced to set 
up a rigorous system of controls to see 
that things get done and to insure that 
people do not make too many mistakes 
in carrying out their orders. 

What are some of the implications of 
this situation in terms of the people in 
the organization? Staff specialists and 
higher levels of management are likely 
to feel that supervisors can’t be trusted 
to use good judgment at all times. There- 
fore, they feel impelled to establish precise 
rules to govern every contingency, or 
to appropriate broad areas of respon- 
sibility from line supervision and vest 
them in their own departments. 





For publishers’ addresses or information regarding articles or books, apply to AMA headquarters. 
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What is the effect of this elaborate 
system of supervision and control on rank 
and file workers? I refer you to the fre- 
quent and bitter complaints of manage- 
ment itself over the apathy of employees, 
their lack of initiative, their lack of in- 
terest in the affairs and problems of the 
enterprise, their antagonism to manage- 
ment, and so on and so forth. 

In effect, all some organizations de- 
mand of their lower-level employees is 
their animal energies, their muscle-power. 
It almost seems they have done every- 
thing possible, through too-close supervi- 
sion, through excessively refined time and 
motion studies, and through breaking jobs 
down into their simplest possible ele- 
ments, to take all judgment from the 
operator and to reduce his work to the 
lowest possible repetitive, mechanical 
level. These efforts are usually justified 
in terms of supposedly greater efficiency, 
the ability to use less skilled people, and 
the greater proficiency which can come 
from repetition of simple movements and 
operations. 

One supremely important result of this 
process has been to destroy the meaning 
of the job for the worker—that is, in all 
terms except the pay envelope. A fur- 
ther and exceedingly serious consequence 
of the authoritarian system of adminis- 
tration is its tendency to inhibit the adapt- 
iveness and problem-solving ability of the 
organization. Because judgment and in- 
itiative flow from the top down, those at 
the low levels gradually lose their prob- 
lem-solving ability. The processes of 
adaptation and problem-solving thus tend 
to move to higher levels in the organiza- 
tion and eventually must be dealt with 
at the top of the management hierarchy. 

But this upward movement does not 
stop even at the top of the organization. 
In many cases, it tends to move right out 
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of the organization itself to the level of 
the trade association or its equivalent, 
and from there often keeps right on mov- 
ing until it comes to rest at the govern- 
mental level. Management, of course, 
is bitterly resentful of this gradual en- 
croachment of government into business 
affairs. But management itself must bear 
its share of the responsibility for this 
tendency. 

Because a great many of the problems 
which arise at the work place can be 
handled only by resort to higher au- 
thority, it has been inevitable that large 
masses of workers have become emo- 
tionally and psychologically dependent, 
looking for someone who can play the 
role of the good father and resolve the 
difficulty for his children. Since this is 
a role that management is poorly suited 
to play, large numbers of employees have 
turned to others—typically, politicians 
and labor leaders. 

These are some of the difficulties Amer- 
ican business management is facing today. 
What shall we do about them? 

Part of the solution lies in developing 
a more adequate science of management 
that will not have the weaknesses im- 
plicit in the effort to apply engineering 
concepts to human organization. The 
growth and wide popularity of so-called 
“human relations” is an important be- 
ginning. However, there has been a ten- 
dency, in the last few years, to allow 
“human relations” to degenerate into a 
sort of “be nice to the guy” school of 
thought. Being “nice” to people is all 
well and good, but since management 
sometimes has to do things that are pain- 
ful to people, this policy will not stand 
up against a blow of any real severity. 

We in management are greatly con- 
cerned about the preservation of “free 
enterprise” and the “American Way of 
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Life.” However, we cannot preserve 
free enterprise as an economic system 
unless we adapt its fundamentals to the 
internal operation and administration of 
our own businesses. We cannot pre- 
serve the American way of life unless 
we extend to our business structure the 
democratic ideals we take for granted in 
our political structures. 

The real problem is one of manage- 
ment leadership; only in part is it a 
technical problem of organization struc- 
ture or administrative skill. Basically, it 
is a moral and ethical problem: to work 
out, in practical, realistic terms, the means 


for making the industrial society the 
good society. 

The challenge we are facing is no less 
than the preservation of all the things 
we value highest as Americans. If we 
can develop ways and means for applying 
our democratic ideals more effectively 
within business itself, we will not only 
preserve our system but will release crea- 
tive and productive energies as great as 
those released by the rise of democratic 
states during the eighteenth and nine- 
teenth centuries. Anything less than this 
will be tragically short of our historic 
opportunity. 


—From an address by JaMes C. WortHy (Assistant Secretary, U. S. Department of 
Commerce) before a Time Study and Methods Conference of the Society for the 
Advancement of Management. 


A GLIMPSE AT THE WORKERS’ PARADISE 


Since THE DAYS of Karl Marx, his fol- 
lowers have been making great promises 
to all who would listen. Lenin and Stalin 
added to those promises. Nevertheless, 
the record of fulfillment is one of the 
sorriest in political history. 

From official intelligence reports com- 
piled in Washington, and from careful 
study of newspapers published behind 
the Iron Curtain, come some factual ex- 
amples of how industrial problems are 
being met. That such complaints and 
stories are allowed to see print at all indi- 
cates how bad the true picture must be. 

Disregard of the health and safety of 
factory and mine personnel behind the 
Iron Curtain is standard procedure. But 
in Hungary, to cite one example, the acci- 
dent rate has mounted extraordinarily 
high. Recently the newspaper Nepszava 
reported that accidents in the plants 
of the building materials industry cost 
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15,107 work-days in three months’ time. 
The same newspaper has stated that there 
is “criminal negligence” in the main- 
tenance of safety devices in metallurgy 
plants and collieries. 

Szabad Nep reports: “In many fac- 
tories machines and motors have no 
guards, and in many places shafts, pits 
or water basins are left uncovered or are 
not properly fenced in, thus constituting 
a grave danger to the health of the work- 
ers, especially at night.” 

Lack of ventilating equipment is com- 
mon in Hungarian and other Iron Cur- 
tain factories today. Last year the Hun- 
garian newspaper Szabad Ifjusag charged 
that workers at the forging factory of 
the Mavag Works had to breathe air 
polluted by carbon monoxide for eight 
hours a day. 

The vagaries of Communist consumer 
goods production are weird and wonder- 
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ful to relate. Magyar Nemzet, a Hun- 
garian newspaper, recently noted that 
rubber pants are available for Hungarian 
babies in sizes one and five, but not for 
those in between. “Our light industry 
forgot to make them,” was the newspa- 
per’s candid explanation. 

The production of faulty goods is an 
old, old story by now in all Communist 
countries. The Czech satirical weekly 
Dikobraz last November ran an article 
about the Makyta textile factory in 
Puchov, Slovakia, which in the short 
space of two weeks supplied the Prague 
warehouse of the Wholesale Textile Trade 
with 1,500 faulty items of ready-made 
clothing — some buttonless, others with 
sleeves badly sewn, still others with arm- 
holes and collars cut in a slovenly man- 
ner. 

In Hungary the flow of bad consumer 
goods has reached such proportions that 
recently a public display of such defec- 
tive materials was held in Budapest to 
shame the manufacturers into better pro 
duction. Included in the exhibit were 
knives that wouldn't cut, pens that didn’t 
write, paper that absorbed ink like a 
blotter, dresses that changed color after 
the first washing, cigarettes that disin- 
tegrated at a touch and were only partly 
filled with tobacco, hollow sausages, and 
hundreds of other such items. 

How Communism exploits professional 
men to keep industry and other enter- 
prises from collapsing has been described 
of late in the Hungarian press. Magyar 


Nemzet tells of an interview with a young 
engineer who was “tired, nervous and 
absent-minded after working continuously 
for 36 hours repairing machines.” He 
admitted his colleagues were suffering 
from a similar state of exhaustion. 


The mania for holding meetings—pro- 
verbial in all Communist countries—is 
the bane of this young engineer's exist- 
ence. “There is a lot of trouble with meet- 
ings,” he admits. “There are meetings 
that are good and useful. On the other 
hand, we hold a series of unsuccessful 
meetings which have the avoiding of re- 
sponsibility as the only outcome. At one 
of these meetings the size of work-pieces 
was the subject. It took all day. In the 
end nothing happened at all. Unfortu- 
nately we have had many similar ‘im- 
portant’ meetings, and nothing comes 
of 90 per cent of them.” 

What of the engineer’s life outside the 
factory? The newspaper correspondent 
found that the engineer had no time for 
research or scientific work. “He never 
takes a technical book into his hands, and 
he has no time to read technical litera- 
ture. There hasn't been a Sunday in 
the past year when he wasn’t called from 
home to the factory because something 
has gone wrong with the rolling mills.” 

These, then, are instances of life and 
working conditions—and production re- 
sults—in factories behind the Iron Cur- 
tain. They are drawn directly from 
Red newspapers and magazines. 

Anybody want to try this workers’ 
paradise? 


—James H. WINCHESTER. Mill © Factory, June, 1954, p. 77:5. 





ACORN INTO OAK: Federal expenditures for the fiscal year 1929 amounted to less 


than the total income payments of California's inhabitants. 


For the fiscal year 


ended June 30, 1953, federal expenditures took the equivalent of the income 
payments of all people west of the Mississippi River and, in addition, of all the 
inhabitants of Mississippi and 55 per cent of those of Alabama. 

—Frank E. Packard in Tares (Commerce Clearing House, Inc., Chicago) 2/54 
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Labor Gets the Lion’s Share 


WHILE WAGES and salaries increased $28.7 billion, or 16 per cent, from 1951 to 
1953, profits decreased by $1.1 billion, or 5.5 per cent, according to the U. S. 
Chamber of Commerce. The trend of net corporate profits had been up in the 
postwar years 1946-1950, but in 1951 and 1952 it turned down as a result of a 
sharp increase in income 

taxes needed for national de- $207.6 
fense, and of softer mar- 
kets. Profits recovered some- 
what in 1953, but were still $I789 
below 1948, 1950 and 1951. : 

During the 14-year period 
1939-1953, met corporate 
profits increased by $15 bil- 
lion, or fourfold, while 
wages and salaries went up 
by $160 billion, likewise a 
fourfold increase. 

While net profits today 
are almost four times as large 
as in 1939, net profits per 
dollar of sales have dropped 
from 4.1 cents in that year 
to 3.6 cents in 1953. 

During the same period, Bs 3 
corporate net profits rose — oo — a. 
from $13.9 billion to $19 
billion—an increase of only BILLION BILLION 
$5.1 billion. But wages rose hahaa ini 
from $117.1 billion to $207.6 
billion, or by $90.5 billion. Thus the entire increase in net profits equaled only a 
small fraction of the rise in wages. 

If all dividends had been withheld last year and used to raise wages, employee 
compensation would have been increased on the average by only slightly more than 
4 per cent, according to the Chamber. If retained earnings had been used for the 
same purpose, wages would have been increased by less than 5 per cent. 





WAGES 
AND 
SALARIES 
UP 16% 





NET 
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DOWN 5.5% 
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The Human Robot 


“THE TRUE SCIENCE and the true study of man is man.” So said Pierre Charron 
before 1600. But for centuries before him, and ever since, philosophers have been 
trying to define what man is. Recently a test pilot added a definition that we 
think is something of a classic. 

It came at a meeting of air scientists and pilots, an advisory group to the North 
Atlantic Treaty Organization. In the course of the debate, as reported by The 
New York Times, the scientists made it clear that they would like to replace the 
pilot in the aircraft with instruments and servo-mechanisms. Scott Crossfield, a 
U. S. pilot who has flown the Douglas Skyrocket at 1,327 mph., rejoined by asking: 

“Where can you find another nonlinear servo-mechanism weighing only 150 lbs. 
and having great adaptability, that can be produced so cheaply by completely un- 
skilled labor?” 

—Business Week 5/15/54 
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THE DEFENSE OF BUSINESS: A STRATEGIC APPRAISAL 


One oF THE important businesses in 
our time is the defense of business. Year 
in and year out it commands the energies 
of a sizable number of executives, law- 
yers, public relations counselors, agency 
chiefs, copy writers, and miscellaneous 
journeyman practitioners. 

However, not only is the non-business 
community notably undemonstrative in 
its acclaim, but the standard defense of 
business is a standard source of dissatis- 
faction to business men themselves. The 
complaints, in fact, have become clichés: 
“We are losing the battle.” “American 
business has failed to sell itself to the 
American people.” “Why are we so 
good at merchandising our products and 
so bad at selling ourselves?” 

One reason for the dissatisfaction of 
business with its case may be that there is 
no real audience for its argument. The 
virtues of cleanliness, as it were, are 
being sold to a people who already ap- 
preciate the value of soap. Under such 
circumstances “the message” is certain 
to sound trite. 

Secondly, the elaboration of a defense 
in itself raises questions. Were farmers 
to launch a campaign in defense of pri- 
vate ownership of land, a fair number 
of citizens would be prompted to wonder 
what wasteful and erosive practices they 
were following. Perhaps the defense of 
business, in the absence of any real at- 
tack, has served merely to invite similar 
speculation—and_ suspicion. 

However, despite the possible advan- 
tages of inaction, business men have not 
been disposed to let sleeping dogs lie. 
So let us assume that business and the 
system which it so largely comprises are 
viewed with skepticism, suspicion, or 
hostility, and that something should be 
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done about it. The question, then, con- 
cerns the efficacy of the present business 
defense. 

A review of the case for the modern 
large-scale firm shows that it emphasizes 
the following points, all of which have 
been made familiar by repetition: (1) 
It is efficient. (2) It is technologically 
progressive. (3) The size of the modern 
firm is an optical illusion, since its 
ownership is widely and democratically 
dispersed. (4) The employees are happy 
and loyal to the employer. (5) Because 
it is privately owned and operated, the 
modern corporation is an expression of 
rugged, aggressive individualism, which 
is the essence of political liberty. (6) 
There is vigorous competition, in which 
profits are counterbalanced by losses. 

The techniques for making and pre- 
senting these points vary greatly. How- 
ever, the great bulk of the argument is 
accommodated to a relatively brief form 
of presentation—a page of advertising 
copy, a radio program, a short speech, a 
comic book, or a motion picture script. 
At least partly under the influence of 
product merchandising methods, a single 
highlight or a particularly dramatic, at- 
tention-catching aspect is selected and 
“plugged.” The argument, in short, is 
built around a good selling point. 

Stated with suitable qualifications, 
most of these propositions are valid. But 
the qualifications are indispensable; and 
these are inconsistent both with the tech- 
nique of presentation and with the em- 
phasis on “driving home a point” and 
“hitting them hard.” 

To take one example, there is no 
doubt whatever that labor productivity 
in the United States is far higher than 
in Russia. But for business to take ex- 
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clusive credit for this—or even to as- 
sociate it exclusively with the difference 
between free enterprise and communism 
—is a drastic oversimplification. Differ- 
ences in history, political tradition, popu- 
lar education, and resources all presum- 
ably have something to do with it. 

It may be thought that such questions 
do not occur to the great masses of 
people to whom the defense of busi- 
ness is addressed. But if this is so, it means 
that in presenting its case business is 
inviting the doubts of the more critical 
part of its audience in order to convert 
the less critical. 

Actually, the uncritical man has no 
very deep conviction and can be per- 
suaded and as readily be converted back 
again. Meanwhile the process of win- 
ning this person alienates, by half truth, 
the more influential and articulate (if ad- 
mittedly less numerous) part of the com- 
munity. 

Two further aspects of the case for 
business, as it is commonly made, de- 
serve a few words. 

The tradition of scientific teaching in 
all liberal societies emphasizes the wis- 
dom of never being excessively certain. 
By contrast, the business case is invari- 
ably presented with certainty extending 
to dogmatism: “This is how business is 
run.” “Here is how the free enterprise 
system works.” 

The business defense is also conducted 
with singularly little humor. Excessive 
certainty—the conviction that the man 
who disagrees is damned—is fatal to 
good-humored tolerance of dissent. Pon- 
derous solemnity rarely sways minds, or 
makes friends. 

The claim of competition presents 
problems of special intricacy in the busi- 
ness defense. Because the term itself has 


sharply different meanings for different 
people, those who make the claim have 
an extraordinary opportunity to speak 
at cross purposes with those they seek 
to convince. 

Since a drastic price cut by one firm 
would normally provoke parallel action 
by others, price-cutting normally plays 
a minor role in competition. In the 
business man’s concept of competition, 
advertising, sales organization, and other 
merchandising skills are the major means 
of recruiting customers. 

In contrast, price behavior is central 
in the economist’s and in the lawyer's 
concept of competition. In the competi- 
tive market of economics, price competi- 
tion has been more than an aspect of 
competitive rivalry; it has been competi- 
tion itself. In stressing the absence of 
collusion (or single-firm control) in price 
making, the lawyer's attention is also 
focused on prices, and his philosophical 
guidance here comes not from the busi- 
ness man, but from the economist. 

The business man, by showing how 
vigorously his industry or business in 
general struggles for customers by non- 
price inducements, confesses the absence 
of competition by the standards of a criti- 
cally important sector of his audience. 
He proves precisely what he sought to 
disprove. 

Actually, the claim of competition may 
not even be necessary. While we ascribe 
to it original virtues, we are, in fact, 
interested only in the results of competi- 
tion. If the business case must be offered, 
it had best be based on performance— 
performance fully and carefully argued, 
and directed, not at those who are al- 
ready disposed to believe, but rather 
at those with a critical tendency to dis- 


belief. 


—JoHN KENNETH GALBRAITH. Harvard Business Review, March-April, 1954, page 37:7. 
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EMPLOYEE SECURITY: 


CAN MANAGEMENT MEET THE CHALLENGE? 


Security has always been of prime 
importance to mankind. As nations, we 
fear aggression as a threat to it. As 
individuals, we worry lest we be unable 
fully to provide it for ourselves and for 
our families. This search for security is 
an instinctive reaction to past experiences 
and future uncertainties. 

The force of this drive is evidenced 
by the determination of several unions to 
obtain “guaranteed annual wage con- 
tracts.” Certainly there can be no quar- 
rel with the basic motivation underlying 
this demand—that of steady work and 
steady pay; but all too few people seem 
to understand that economic security 
comes from production and from pay- 
rolls, not from government or laws or 
contracts. This widespread concentra- 
tion on security, which in its ultimate 
expression could conceivably develop into 
a national pattern of doubtful “guar- 
antees” without foundation, makes it ap- 
parent that industry must buckle down 
and work out some practical solutions. 

Over the years, certain techniques for 
reducing fluctuations in production and 
employment have taken on special sig- 
nificance. Their application, timing, and 
emphasis must, of course, be adjusted to 
the needs of each company. Seasonal 
unemployment stems from ups and downs 
in seasonal sales volume. Therefore, a 
study of how to stabilize employment 
would logically start with a survey of 
the fluctuations in sales and a thorough 
exploration of all possible methods to 
avoid them. 


Many companies have found it pos- 
sible to remove both peaks and valleys in 
production by anticipating high sales 
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points and producing to meet them dur- 
ing slower sales periods. My company, 
for example, manufactures paint. In a 
normal year, our monthly sales vary sub- 
stantially with the seasons. Therefore, 
in the winter months we overproduce 
on those items which require the maxi- 
mum amount of labor in manufacture 
and which can be stored in the minimum 
of space. Included are the small pack- 
ages, the difficult colors, and the more 
complicated process paints which are al- 
ways slower in passing through the plant. 
When the rush season comes, those prod- 
ucts which require the maximum in mill 
time and labor are out of the way; and 
our mills are free for fast-run produc- 
tion. As a result, fluctuations in the 
number of men employed throughout the 
year have been largely eliminated. 

Of course, if business generally turns 
downward, if we fail to remain com- 
petitive, or if our sales department fal- 
ters, our business falls off accordingly 
and employment is reduced. As long as 
Americans have the freedom to buy what 
they want and also not to buy, steady 
production and steady employment are 
not entirely deliverable; even though we 
may avoid depressions, business can never 
be universally high. Our system is not 
just a profit system. It’s a profit and loss 
system. 

The guaranteed annual wage is merely 
a part of our over-all human relations 
problem. As employers, we should recog- 
nize that in our system it is our em- 
ployees who hold the key to successful 
competition; it is their willingness to 
pitch in and work together that makes 
it possible to get a job done. Almost 
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without exception, the frictions and frus- 
trations we find in the work place stem 
from our failure to tell people how they're 
doing, what's ahead, what changes are 
planned, and what these changes will 
mean to them. Employees are forming 
opinions every day about top manage- 
ment, our companies, and the major 
national issues under debate. Do they 
base their views on hearsay, biased propa- 
ganda, the grapevine? Or are we giving 
them the facts they need? 

Today management is confronted with 
the crying need of the individual for 
personal recognition and status, for a 
feeling of importance in his relations with 
others. We know that people are going 
to seek an outlet for this need somewhere. 
If our employees are not on our team, 
they'll be on somebody else’s. It can 
easily be management that merits their 


loyalty, that makes them say “our safety 
record, our production, our outfit.” If 
our people are convinced that we intend 
to do everything in our power to pro- 
mote their status and dignity, we will 
have as our allies a proud and happy work 
force. 

The vigor of the marketplace today is 
such that every employee needs to be 
a salesman. By pushing quality up and 
costs down, even the man at the bench 
or on the machine is on the sales force. 
If we treat him right, he'll be our per- 
sonal supporter, too. He'll be the kind 
of a team man every business will need 
to realize its potential. Never were the 
interests of people in an enterprise more 
closely, bound together. Never has an 
oncoming generation faced a brighter 
future, a horizon glowing with such tre- 
mendous opportunity. 





—From an address by H. C. McCLeLian (President, National Association of Manufacturers) 
at a meeting sponsored by the Institute of Industrial Relations, University of California, 
Los Angeles. 


“Clouds on the Horizon” 


THE FORWARD-LOOKING PRESIDENT of a well-known manufacturing company has 
developed a technique of anticipation which may appeal to other executives. 

Though he doesn’t believe in borrowing trouble, this chief executive doesn’t 
like to be caught unprepared. He works on the premise that in any business little 
troubles are brewing all the time. Inventories may be getting out of hand. Service 
or quality may be deteriorating in some respect, almost imperceptibly. Competi- 
tion may be beginning to steal some section of the market for one of the com- 
pany’s products. Or in any one of a dozen ways the business may be drifting 
into trouble. 

So this president periodically calls his vice-presidents together for what he calls 
a “Clouds on the Horizon” meeting. There is no special agenda. The group is 
asked to bring up for discussion any area in which anyone senses that trouble may 
be brewing, whether in his particular area or in some other department. 

“We try to smoke out all the little troubles that have not yet developed into 
real problems,” says this president. “Sometimes someone has a vague concern 
that has not yet crystallized into a real problem or worry. Or one of the vice- 
presidents may sense a trend that needs serious study. Whatever it is, if we look 
into it right away, often we can take prompt action that will save us a heap of 
trouble later on. Because those meetings are anticipatory in character, no one is 
on the defensive. Our executive group is merely taking a couple of hours— 
usually at lunch—to scan the horizon for wisps of clouds which might, if not 
detected early, develop into a serious storm.” 

—Management Briefs (Rogers, Slade & Hill, New York) No. 63 
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Business Expenses on the Cuff 


EVER SINCE World War II Americans have been on a live-on-the-cuff binge. Charge 
accounts, installment buying, credit cards, and other “don’t pay today what you can 
pay tomorrow” schemes have flourished. 

Practical businessmen, too, have picked up the convenient charge habit. And to 
take advantage of the executives’ desire to sign for it, numerous credit card organi- 
zations have been formed which make it easy to sign the tab for luncheons, dinners, 
hotel bills, gifts, travel, and many other expenses. 

One of the main advantages of the charge system is that the monthly bills sent 
out by credit organizations serve as permanent records of entertainment expenses 
for tax and expense account purposes. In effect, the businessman gets a part-time 
bookkeeper for $5 per year—the average cost of joining one of the credit clubs. 
In addition, there’s the convenience of having to pay only one bill for a variety of 
expenses—and less cash is needed for road trips. 

It also appears that many companies are using credit card systems to keep their 
employees’ expense accounts honest. It’s pretty hard to juggle a “swindle sheet” 
when most of the items are on a charge basis. 

While it would be ideal if some firm could come out with a credit card that would 
enable a businessman to charge anything, anywhere, most informed sources in the 
credit-card business believe there is little likelihood such a system will ever evolve. 
Nevertheless, there is a growing tendency among credit-card organizations to in- 
crease the scope of the services they provide. 

Under the plan developed by one credit-card firm it might be possible for a busi- 
nessman to take a lengthy trip without spending any cash at all. Among the types 
of services he could charge on his card: airline tickets, hotels, motels, restaurants, 
garage services, clothing, flowers, fruit, department store purchases, candy, liquor, 
gift wares, theatre tickets, dry cleaning, and car rentals. 

—E. C. Kettocc in Iron Age Vol. 173 No. 3 


The Clouded Crystal Ball 


“EVERYTHING seems to have been done. I just don’t see how anything else can be 
invented, because the U. S. Patent Office is just running over with inventions.” 

This was not written yesterday, or even in this century. Instead, the words 
were penned more than 100 years ago. Much more astonishing, they were the 
words of the chief of the U. S. Patent Office as he resigned in 1833. He didn’t think 
there was anything left to be done. 

Since that time more than 2,500,000 inventions have been perfected, not to men- 
tion many million more ideas that were not or could not be patented, but neverthe- 
less left some imprint upon all of us. 


—Rosert P. Crawrorp in The Techniques of Creative Thinking 
(Hawthorn Books, Inc., New York) 





BILLIONAIRES ALL: Not too many years ago we learned in school that the chemical 
content of a human body was worth 98 cents—a downright humiliating valuation! 
Today the situation is considerably brighter. E. I. du Pont de Nemours & Com- 
pany, with neat regard for the public ego, observes that the atoms in our bodies 
contain a potential energy of more than 11 million kilowatt-hours per pound, mak- 
ing an average-size man worth $85.5 billion. The more we weigh, the more we're 
worth. 

—Commerce 6/54 
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MAKING THE MOST OF YOUR RECORD-BREAKERS 


Ir you HAVE a forging more than 110 
feet long, a grinding wheel that costs 
more than $25,000, or a lamp that’s less 
than .05 inches in diameter, you have 
a record-breaker. And you can turn it 
into a booster for sales, community rela- 
tions, and employee morale if you go 
about it the right way. 

It isn’t necessary, though, to produce 
the biggest or the smallest unit of its 
type to have a record worth crowing 
about. There are plenty of other record- 
breaking opportunities: A product may 
be the first of its kind to go by air, the 
oldest still in service, the most versatile, 
or the first to be used for a given pur’ 
pose. If it is, and if it really represents 
a major step in that direction, it may 
be worth talking about. 

Even if it doesn’t actually break an 
industry-wide record, a product can still 
be a record-breaker. A recent General 
Electric press release, for instance, told of 
a transformer shipment that represented 
the largest number of one type sent to 
one customer in one day. Because they 
were very big transformers and the ship- 
ment was an unusually large one, it was 
interesting and unusual enough to com- 
mand attention. 

Record-breaking is one area in which 
it is sometimes possible to miss the boat 
—and still make it. Very often, a com- 
pany breaks a record without being aware 
of it, or without being ready to start 
talking at that particular time. But it 
may still be possible to take advantage 
of the record-breaker at a later date— 
for instance, when an important mile- 
stone or anniversary is reached. 

There are plenty of opportunities, too, 
to borrow records. Alcoa, for instance, 
recently pointed with pride to its pro- 
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duction of complex fuselage sections for 
the “world’s fastest plane,” Bell Aircraft’s 
rocket-powered X-1A. 

Even not-quite record-breakers may be 
well worth promoting. Indeed, to many 
an editor and reader, a company which 
claims simply to have “one of the largest” 
products of its kind, or to be “among the 
first,” brings a refreshing change of pace. 
Such a claim may well garner more 
recognition than one which attempts to 
batter down all opposition with such 
adjectives as “revolutionary” and 
“unique.” 

Promoting your record-breaker is, of 
course, a matter of spreading the word. 
But the way that is done—and the extent 
to which it is done—depends on the 
record itself. In any case, plant em- 
ployees should have the good news first. 
A sign on the bulletin board or an item 
in the employee newspaper will do the 
trick. The local community can be let 
in on the story via its newspapers and 
radio stations. Stockholders may be in- 
formed of especially interesting record- 
breakers by inclusion in the annual re- 
port. 

Then, if the record warrants it, the 
news can be given to customers, potential 
customers, and the general public 
through the use of special labels, banners 
and panels on shipments, and general 
press releases. Naturally, the latter steps 
are taken only when you really have a 
whopper. 

To make sure you're not overlooking 
opportunities, check the following points: 

Have you looked for records in your 
own plant? Smashing a long-time pro- 
duction record is worth crowing about. 
Have you beaten your own best perform- 
ance on quantity, quality, or time? 
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Are you supplying parts or materials 
for the newest or largest airplane, the 
smallest radio, the first atomic power 
plants? Are you—or were you—first to 
use a new and important material or 
component? 

In addition to press releases, do you 
point up your records by means of ban- 
ners or panels on trucks and freight cars 
carrying record-breaking products? Do 
you display them at trade shows, use 
them in your annual financial report? 


Do you remember that though it’s nice 
to tell the world about a record-breaker, 
it’s important to tell the home folks, too? 
Record-breakers can be fine morale- 
builders in your plant and community if 
properly used. 


And remember: the record should be 
worth breaking, it should be broken by 
a healthy margin, and there should be no 
negative implications that might reflect on 
company or product. 


—ANNESTA R. GARDNER. Dun’s Review and Modern Industry, May, 1954, p. 35:4. 


THE CASE OF THE MISSING INVENTION 


A comp ete list of the alleged Russian 
inventions has recently been published. It 
gives the names of the “inventors,” the 
year, and the official source in which the 
claim was publicly made. 

The list is impressive and to the West- 
ern world downright humiliating. The 
Russians “invented” the cannon, the 
radio, the microscope, the electric motor, 
the steam engine, the caterpillar tractor, 
the combine, and the bicycle. 

There are still others. 

The telegraph, it is claimed, was in- 
vented by Slonimsky, not Morse; the pad- 
dle-wheel boat by Kourikine in 1804, not 
Fulton. The Russians invented the lawn- 
mower in 1858; ball bearings in 1838; 
the gas and turbine engine; the jet air- 
plane, with first flights in 1940; television 
and radar. Three-D movies, we learn, 
were invented by Ivanof in 1841; the first 
incandescent bulb in 1873 by Ladyguine; 
and the submarine by Nikonov in 1724. 
The latest claim is the invention of the 
flexible photographic film, years before 
George Eastman was born. 
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Odd, isn’t it, that in a nation possessed 
of such inventive genius the people should 
be left with hand sickles for harvesting 
and whale oil for illumination! Odd, too, 
that they should have so few of those 
luxuries and conveniences that are com- 
mon in our benighted nation—the movies, 
radio, telegraphy, lawnmowers, for ex- 
ample. 

We may smile indulgently at the tall 
tales of Russian “inventions.” The Rus- 
sians did, however, have access to these 
things, and they have never been re- 
luctant to take what they want. Obvious- 
ly the Communist failure to keep pace 
with capitalistic America in providing bet- 
ter living for the “masses” is due to just 
one thing: In destroying economic free- 
dom, they destroyed something vital—the 
promise of individual reward for indi- 
vidual merit. 

Neither medals nor labor camps—and 
the Kremlin has tried both—will replace 
that incentive. It exists only where men 
may hope to win, by sweat of brow or 
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risk of savings, a reward equal to their 
industry and good judgment. 

It took more than Edison’s invention 
of an electric bulb to give better lighting 
to the world. That result was achieved 
only because rich and poor alike were 
free to pool their labor and their capital 


with men qualified to make, promote, and 
distribute the electric bulb. 

If there is a better way than this, the 
Soviet has not found it. Russia, with all 
its claims to inventive originality, has 
not yet “invented” anything as effective 


as the American Way. 


—W. ALTON Jones. Service (Cities Service Company), April, 1954, p. 1:1. 
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April, 1954. $1.50. While the job of plan- 
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the company president, the author observes, 
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in most organizations of any size today. The 
need is urgent, he feels, for the establishment 
of a new type of management planning and 
control function, whose role in the organiza- 
tion he discusses here. 
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30 cents. A round-table discussion of the 
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on industry, legal situations that may arise, 
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energy. Mr. Doan presents instances of the 
use of atomic energy for power transmission, 
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economy of the future. All participants agree 
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a better world. 
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IZED ITS MANAGEMENT SETUP. By Christian E. 
Jarchow. Advanced Management (74 Fifth 
Avenue, New York 11, N. Y.), June, 1954. 
$1.00. The executive vice president of Inter- 
national Harvester Company describes some 
of the experiences and problems that emerge 
in the course of a major company reorganiza- 
tion—in this case a changeover from a func- 
tional to a highly decentralized, divisional 
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FRINGE BENEFITS TODAY: A SURVEY 


Exietover coMPENSATION during recent 
years has included increasing amounts for 
Social Security, private pension and insur- 
ance programs, vacations, holidays, rest 
periods, and numerous other perquisites 
commonly termed “fringe benefits.” 

Although steadily growing in import- 
ance, these fringe payments have been 
largely neglected in both government and 
private wage statistics—a fact which has 
prompted the U. S. Chamber of Com- 
merce to conduct a series of industry-wide 
surveys on fringe benefits. 

Following are some of the key findings 
of the latest of these surveys, based on 
a summary of data on fringe payments 
submitted by 529 firms across the nation: 

Fringe payments for 1953 averaged 
19.7 per cent of payroll, including: legally 
required payments (employer's share 
only), 3.3 per cent; pension and other 
agreed-upon payments (employer's share 
only), 5.9 per cent; paid rest periods, 
lunch periods, etc., 2.0 per cent; pay- 
ments for time not worked, 6.3 per cent; 
and profit-sharing payments, bonuses, etc., 
2.2 per cent. 

Manufacturing firms paid somewhat 
more than nonmanufacturing firms for 
legally required payments and for rest 
periods, lunch periods, wash-up time, etc.; 
nonmanufacturing firms paid more for 
agreed-upon payments, time not worked, 
profit sharing payments, and Christmas 
and other special bonuses, etc. When ex- 
pressed as cents per hour or dollars per 
year per employee, the relative difference 
between manufacturing and nonmanufac- 
turing fringe payments lessens, as a con- 
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sequence of the lower hourly earnings 
and the shorter work week in nonmanu- 
facturing industries. 

Manufacturing firms averaged 16.9 per 
cent of payroll for fringe benefits, with 
petroleum refining paying 22.7 per cent 
and chemicals and allied products 22.6 
per cent, while textile products and ap- 
parel paid 14.3 per cent. 

Legally required payments were highest 
for hotels and for the food, beverages 
and tobacco industries. Pension and 
other agreed-upon payments were highest 
for the petroleum industry and for banks 
and finance and trust companies. Paid 
rest periods, lunch periods, etc., were 
highest for the miscellaneous industries 
(coal mining, warehousing, and laun- 
dries). Payments for time not worked 
were highest for insurance companies and 
for banks, finance and trust companies. 
Profit-sharing payments, bonuses, etc., 
were highest for banks, finance and trust 
companies. 

Nonmanufacturing firms averaged 23.9 
per cent of payroll for fringe benefits, 
with banks, finance and trust companies 
paying 28.2 per cent, while hotels paid 
17.7 per cent. 

Expressed as cents per payroll hour, 
fringe payments were 35.6 cents for all 
companies; 31.8 cents for manufacturing 
firms; and 41.3 cents for nonmanufactur- 
ing firms. Expressed as dollars per year 
per employee, fringe payments were $739 
for all companies, $674 for manufactur- 
ing firms, and $841 for nonmanufactur- 
ing firms. 

Of the 529 reporting companies, 95 


499 





firms (about 18 per cent) reported that 
10 per cent or more of their employees 
were engaged in continuous-process op- 
erations, defined as those “where, be- 
cause of the nature of the production 
process, operations are maintained and 
workers employed three shifts a day, seven 
days a week. If such a schedule is not 
fully manned at all times, the continuous 
character is not changed. However, a 
3-shift, 7-day schedule maintained merely 
to meet demand is not a continuous proc- 
ess operation.” Among manufacturing 
companies, continuous-process operations 
were reported by all petroleum refining 
firms and by a number of food, beverage, 
and tobacco firms—all of which pay a 
larger-than-average percentage of payroll 
for fringe benefits. However, continuous 
operations were also reported by cement 
factories in the stone, clay and glass prod- 
ucts industry, by the primary metal in- 
dustries, and by the pulp, paper, lumber 
and furniture industry. 


Hourly earnings of reporting companies 
averaged 180.7 cents, including: straight- 
time pay, 169.3 cents; overtime premium 
pay, 6.4 cents; holiday premium pay, 0.5 
cents; shift differential, 1.0 cents; earned 
incentive or production bonus, 2.7 cents; 
and other pay, 0.8 cents. 

Highest average hourly earnings were 
$2.269, reported by the petroleum refin- 
ing industry, and $2.248, by the printing 
and publishing industry. The miscel- 
laneous industries group (coal mining, 
warehousing, and laundries) led the non- 
manufacturing firms with $2.154. 

Altogether, the Chamber’s study shows, 
fringe payments for 317 identical com- 
panies increased from 18.3 per cent of 
payroll in 1951 to 19.5 per cent in 1953. 

It seems clear, however, that the level 
of fringe benefits in any particular com- 
pany or industry may be low or high, 
depending upon custom, preferences of 
employers and employees, and other fac- 
tors. 


—Fringe Benefits 1953: The Nonwage Labor Costs of Doing Business (Economic Research 
Department, U. S. Chamber of Commerce, Washington 6, D. C.), April, 1954. 


Professional Standards for Personnel Men? 


PERSONNEL WORK is a profession, personnel managers have long contended. Now 
comes evidence that top management is beginning to agree—and perhaps would go 
even further in some cases than the personnel managers themselves. 

A small survey of 90 top executives in Minneapolis-St. Paul, conducted by the 
Department of Psychology, University of Minnesota, shows that 63 per cent believe 
minimum standards of education and experience should be established for those 
who enter the personnel field; 38 per cent favor.public examinations for industrial 
relations practitioners like those now used in medicine and law; and 46 per cent 
think personnel men should place the public interest ahead of company interest 
when the two are not identical. 

Industrial relations men may, of course, take the latter finding with a grain of 
salt. How top managements say they feel is not necessarily a guide to their attitude 
in a particular case. “Public interest” is at best a nebulous concept on which there 
may be many honest differences of opinion. 

But it is significant—both of the growing sense of social responsibility in top 
management and the enhanced status of personnel management—that so many 
company presidents feel this is the correct attitude to take. 


—Industrial Relations News (Industrial Relations Newsletter, Inc., 230 West 41 Street, 
New York 36, N. Y.) 4/26/54 
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AUTOMATIC VS. OPTIONAL RETIREMENT: 
CURRENT PRACTICE AND THEORY 


Tue crowinc proportion of older per- 
sons in the work force—a trend which 
will be even more pronounced in the 
future—confronts the personnel execu- 
tive with a number of problems. Out- 
standing among these is the question: 
Who should decide when retirement is 
to take place? 

To examine management practice and 
opinion with regard to this and related 
problems, a survey was made recently of 
196 representative personnel and indus- 
trial relations executives. Here are some 
significant findings: 

Seven out of eight larger companies and 
three out of four smaller firms have some 
kind of retirement plan. Normal retire- 
ment age in practically all these plans is 
65 years, though a few plans have a 
normal retirement age of 65 for men and 
60 for women. Before this normal retire- 
ment age is reached, however, most com- 
panies with pension plans allow for early 
retirement, often in case of disability. 

In nearly one-third of all pension plans 
in larger companies, and one-sixth of 
plans in smaller companies, retirement is 
automatic at normal retirement age. Plans 
calling for automatic retirement at ages 
later than normal retirement age, in most 
cases, settle upon 68 or 70 as the final 
limit. In these companies, the decision as to 
whether the employee is to continue work- 
ing beyond the normal retirement age is 
made in some instances by the employee 
himself, in some instances by the em- 
ployer, and in some cases is left to the 
option of either party. 

Retirement plans without any auto- 
matic features are divided fairly equally 
among three categories. In these plans, 
retirement after normal retirement age is 
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at the option of the employee himself, (in 
20 per cent of the larger companies and 
20 per cent of the smaller ones,) at the 
option of the employer, (60 per cent of 
the larger and 20 per cent of the smaller 
firms) or at the option of either party 
(10 per cent of the larger companies and 
20 per cent of the smaller ones). 
Forty-seven per cent of personnel execu- 
tives in larger companies favored auto- 
matic retirement provisions, while in 
smaller firms only 24 per cent preferred 
such provisions. Those favoring automatic 
retirement felt that it gives the employee 
a chance to prepare and plan for his re- 
tirement, enables the employer to plan 
for replacements in advance, and elimi- 
nates resentments and disputes which 
would arise from keeping one older 
worker and retiring another. Other ad- 
vantages mentioned are: Automatic re- 
tirement eliminates the older employee's 
anxiety as to his status; it is easy to ad- 
minister; it makes it possible to retire em- 
ployees who should retire but don’t; it 
allows for a younger work force, with 
correspondingly lower pension costs; and 
it solves the knotty problem of determin- 
ing when an employee should be retired. 
The chief advantage claimed for re- 
tirement at the employer's option (cited 
by 34 per cent of the respondents in 
larger companies and 29 per cent in 
smaller) as contrasted with automatic re- 
tirement, is that it allows a company to 
defer retirement of valuable employees. 
As against retirement at the option of 
the employee himself, personnel execu- 
tives feel that an employee can rarely, if 
ever, evaluate himself honestly; hence 
leaving the decision in the hands of the 
employer guarantees efficient operation. 
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The company, these executives believe, 
is the best judge of the health and ability 
of its employees. 


Those who prefer leaving the retire- 
ment decision with the employee himself, 
(9 per cent in the larger companies and 
24 per cent in the smaller) claim a num- 


ber of advantages for this approach: The 
employee is the best judge of his own 
financial setup; forcing an employee into 
retirement may seriously affect his health; 
leaving the choice with the employee 
builds good will, and also gives the older 
worker a greater sense of security. 


—Personnel Policies Forum (Bureau of National Affairs, Inc.), Survey No. 20. 


“JOB ENLARGEMENT”: AN ANSWER 
TO SPECIALIZATION AND BOREDOM? 


Owe or tHE axioms of U. S. business 
has been that efficiency is increased by 
specialization. In keeping with the axiom, 
many jobs have been broken down into 
simple, repetitive tasks that workers can 
learn easily and perform swiftly. But 
such specialization has created a big prob- 
lem: boredom. 

Bored workers are often poor workers 
with a high rate of absenteeism and spoil- 
age of materials. Thus, in many opera- 
tions, there is a point where specializa- 
tion ceases to pay. The saving in work- 
ers’ movements is more than outweighed 
by the loss in interest and morale. As a 
result, some businesses are trying a radical 
new approach to specialization and the 
problem of monotony. 

The new system, “job enlargement,” 
was formally born in 1943 at Interna- 
tional Business Machines Corporation, 
and has since spread throughout I.B.M. 
manufacturing plants in the U. S. A 
lathe operator who used to do little more 
than stop and start the machine now reads 
blueprints, adjusts the machine, and in- 
spects his finished work with a battery 
of gauges. Along with other companies, 
I.B.M. also employs another anti-spe- 
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cialization system, called “job rotation.” 
Instead of working at one particular ma- 
chine day after day, an operator learns to 
run several different types and gets wel- 
come variety by switching from one to 
another. 

I.B.M. estimates that job rotation and 
enlargement have increased the scope and 
variety of virtually all of the 7,500 ma- 
chining and assembly jobs in its four 
U. S. factories. At the Poughkeepsie 
plant, the ratio of setup men and in- 
spectors to hourly workers has been 
halved, from 9 per 100 to 4.5 per 100. 
Endicott, which in 1943 had 207 setup 
men for 3,351 machine operators, now 
has 4,411 operators and only four setup 
men. Workers find their enlarged jobs 
less monotonous, less fatiguing; they are 
absent less often, do less complaining, and 
make fewer mistakes. With fewer setup 
men and inspectors around, foremen deal 
more directly with the workers, which 
cuts down sharply on misunderstandings 
and quarrels. 

Some businessmen have been wary of 
trying job enlargement for fear that union 
leaders might fight it as an attempt to 
downgrade higher-paying jobs. But at 
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I.B.M., which is non-union, job enlarge- 
ment has been an upgrading process. 
Operators have received an average 10 
per cent pay boost as a reward for learn- 
ing enlarged jobs. Setup men and in- 
spectors who were no longer needed have 
been assigned to other jobs in the com- 
pany, often at higher pay. 

Other companies that have experi- 
mented with job enlargement have also 
found that it pays. Impressed with job- 
enlargement results in his own depart- 


ment, Detroit Edison’s J. Douglas Elliott 
made a study of billing practices in 122 
other electric-utility companies. On the 
average, he found, billing costs per cus- 
tomer were highest in the billing depart- 
ments with the most specialization, lowest 
in those with the least. The cost differ- 
ence between the two groups was a 
whopping 40 per cent. These astonish- 
ing facts and figures were more evidence 
that U. S. business might gain a lot by 
reconsidering the urge for specialization. 


—Time, April 22, 1954, page 100:1. 


Does Government Intervention Benefit Labor? 


AN OBSERVER of the American labor movement over the past 20 years could easily 
come to the conclusion that labor leaders universally favor government intervention 
in labor-management relations. But occasionally there is refreshing evidence that 
some union heads have sufficient foresight to want to keep government out of their 
negotiations. 

Recently Edward Fenner, executive director of the Chicago Truck Drivers’ Union, 
Local 705 (Ind.), stated the case against government intervention in these terms: 

“Organized labor dare not look to government for anything. The long-run 
price which government and politicians exact for their help is too high. If, over 
the next 20 years, government intervenes in labor matters as strenuously as it has 
done over the past 20 years, we will find that there will be no free labor unions or 
private enterprise. Every union would need a license to exist, would need a permit 
before it could begin to organize any plant or garage, and would need some bureau- 
crat’s permission before a union could make any demands of any employer. Strikes 
would be outlawed. 

“And as far as the employer is concerned, he would be in a similar strait-jacket. 
Wage rates, working conditions would be fixed by law or by bureaucratic ruling— 
as in Russia and most of eastern Europe—and prices and profits would be similarly 
fixed. Everyone would live in a cage, and the politicians, naturally, would hold 
the whip. Argentina is the latest example of this. 

“Unless labor leaders and employers learn to compromise more, they will both 
suffer from larger and increasing governmental intervention in labor-management 


affairs.” 
—ALAN Sturpy in Commerce 6/54 





FOREMEN EXCHANGED Joss for a day at Olympic Radio & Television, Inc. (Long 
Island City, New York) recently. The idea was to afford them an opportunity 
to see each others’ problems from the inside. Each foreman later wrote a report 
embodying his ideas for improvements in the department he visited. Suggestions 
gathered by this method will save more than $50,000 in the course of a year, the 


company estimates. 
—Personnel Executives’ Newsletter (Deutsch & Shea, Inc.) 


August, 1954 503 








1954 VACATION PRACTICES: 


A SURVEY OF COMPANY POLICIES 


Tiioucn sacartep workers still have the 
traditional edge over hourly workers as 
far as vacation allowances are concerned, 
the gap is closing fast. Employers who 
have been lagging behind and providing 
below-average vacation allowances are 
liberalizing their vacation requirements. 
These are the major trends disclosed by a 
recent survey of 227 companies of all 
sizes and kinds, located from coast to coast 
and employing 935,081 persons. 

The “one-for-one and _ two-for-five” 
formula instituted during World War II 
under the War Labor Board for hourly 
workers is still going strong, but the trend 
is toward two-week vacations after less 
than five years of service. In fact, there 
are more employers giving two-week vaca- 
tions for three years of service and less, 
than employers who require longer periods 
of service. 

Though not many companies are 
making full use of their vacation periods 
as aids in controlling absenteeism and re- 
ducing turnover, some firms have found 
ways to cash in on this possibility through 
minimum-attendance requirements, length- 
of-service requirements for extended va- 
cation periods (an extra day for every 
year of service after the fifth year), and 
other similar means. For instance, Rand- 
McNally & Company, Chicago, allows five 
days’ sick leave per year, which, if not 
used, is added to vacation time. Bristol- 
Myers Company, New York, reports a 
practice of giving a half-day credit per 
month to employees who are not late 
or absent in the month, up to a limit of 
five days. This credit is added to vaca- 
tion time. 

In examining vacation policies, it is 
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important to keep in sight the two preva- 
lent concepts of the vacation theory. The 
first is that a vacation is an employer's 
investment in the added productivity and 
efficiency of his employees, as well as a 
method of giving recognition for loyalty 
and length of service. Under this con- 
cept an employer is justified in disregard- 
ing claims for vacation pay when an em- 
ployee quits before taking his vacation, 
since the employer would be getting noth- 
ing for his “investment.” 

The other concept is that vacations are 
a form of deferred wages, earned but 
withheld by the employer until the em- 
ployee is eligible to receive them. Under 
this view, employers can be held liable 
for the payment of such “wages” should 
the employee quit, be laid off, or dis- 
charged. From the survey, it seems fair to 
conclude that a large majority of com- 
panies are following this second theory— 
some willingly, some because it hasn't 
been considered, and some because it was 
forced upon them by union contract. 

Vacation periods ranging from one 
week of vacation after five years of service 
to four weeks after one year of service 
were reported. On the average, hourly 
employees are getting one week off with 
pay for a year of service; and salaried 
employees, two weeks for a year of 
service. 

Thirty-four companies require that em- 
ployees work a minimum number of hours, 
or a percentage of pay periods, to qualify 
for the regular vacation allowances. These 
requirements range from 1,000 hours and 
50 per cent of pay periods to 1,800 hours 
and as high as 90 per cent of pay periods. 
The minimum-hour requirement serves to 
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limit the number of leaves of absence some 
employees might otherwise take. 

Most companies differentiate between 
unexcused absences and absences due to 
injury on the job, illnesses, and similar 
disabilities. Excused absences are usually 
treated as time worked for purposes of 
computing vacation pay. 

Methods of computing vacation pay 
were not as varied as vacation periods and 
requirements. Forty-four per cent of the 
227 companies answering this portion of 
the survey paid the average earned rate, 
less overtime. The average earned rate 
is found by taking hourly earnings over a 
predetermined period of time and dividing 
by the number of hours worked. This 
can be a costly method for companies on 
a piece-rate basis, especially when the base 
is fairly low. Some companies reported 


successful efforts during the past year to 
change to the straight-rate-times-vacation- 
hours method of setting vacation pay. The 
straight-rate method was used by 40 per 
cent of the companies surveyed. Four 
per cent of the companies use average 
earned rate plus overtime; 3 per cent, 
percentage of year’s earnings without 
overtime; and 9 per cent, percentage of 
year’s earnings plus overtime. 

A few companies reported figuring va- 
cation pay by taking a percentage of the 
earnings for the previous calendar year— 
2 per cent or 4 per cent, depending on 
whether one or two weeks are given. 
Another company reported paying a va- 
cation allowance based on the result of 
dividing the total earnings of the vacation 
year by the number of hours the employee 
was scheduled to work during the period. 


—Vacation Policies and Practices of 227 Companies (Personnel Administration Service, 
The Dartnell Corporation, Chicago) 


ONE WAY TO WRITE A UNION AGREEMENT 


AAr RocERs CORPORATION we write our 
union agreement in monthly installments. 
Many long years ago, Rogers, as many 
other companies still do, had negotiating 
meetings that went like this: 
UNION: We want 10 cents an hour more. 
MANAGEMENT: We can’t do it. 
UNION: Yes, you can. 
MANAGEMENT: No, we can't. 
UNION: You can, too. 
MANAGEMENT: We can't, either. 
UNION: The heck, you say. 
MANAGEMENT: The heck, we don’t say. 
Now, instead of putting this show on 
in many horrible scenes, once each year, 
we work at it each month in our regular 
labor-management meetings. 
The minutes of these meetings are 
called “memoranda of understanding” and 
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become, after 10 months, the basis of 
the next annual agreement, to be worked 
out finally in the last two months’ meet- 
ings. In effect, we write a 12-chapter 
book in single monthly installments. 

The interpretations of agreement 
clauses are thus virtually part of the 
agreement itself. Everyone truly under- 
stands what it’s all about. 

By blowing off steam in 10 monthly 
units, we come into agreement negotia- 
tions during the 11th month with a head 
of steam that is a, little thing—10 of 
which put together could make a major 
explosion. 

Both union and management are con- 
ditioning each other through the longer 
period, presenting facts in order rather 





than pell-mell, eliminating the fight against 
time, substituting facts for emotions, and 
doing it all person-to-person. 

Long-term agreements can be merely a 
neat way for management to kid itself 
into thinking that it can escape con- 
tinuous human contacts. If you insist 
upon living up to the letter of a contract 
with a customer or supplier, regardless 
of changed conditions, you may put the 
customer or supplier out of business. 
Trying to put labor relations on the shelf 


this way may put you out of business, 
in terms of getting your money's worth 
out of workers living under long-term 
agreements. 

We'll stick with the monthly meetings, 
with a good, hard look at the agreement 
every time. That gives us the oppor- 
tunity, under relaxed conditions, to dis- 
cuss problems that have accumulated for 
only 30 days, instead of tackling those 
that have piled up and rooted themselves 
for 12 to 60 months. 


—Here’s Rogers Again (Rogers Corporation, Goodyear & Manchester, Conn.). 


“Supervisory Selection—Backwards” 


CHOOSING for promotion the best workman, the one with the most agreeable dis- 
position, or the boss's best friend are admittedly poor ways to pick a man to join 
management's team. At Cities Service Refining Corp. we were well aware of the 
importance of picking new supervisors according to a rational procedure, but we 
were faced with the problem of selecting the right candidates for training. 

All of our top mechanics, operators, and technical and clerical people were—in 
theory at least—potential candidates for supervisory jobs. Why not train them all? 
Then, from various tests and careful observation by the instructors, we could at 
least identify the less promising candidates in each group. 

This was the beginning of our program of “Supervisory Selection, Backwards.” 
The basic training course, which took nearly a year to develop, covered company 
history and products, economics, leadership, communication, principles of manage- 
ment, human relations, labor unions and labor legislation, foreman-steward relations, 
and existing union contracts. 

Lecture-discussion presentation was supported by films, charts, case examples, 
and visual demonstrations. It required 34 hours for presentation, and was given to 
groups of 12 spread over a three-week period in 1'-hour sessions. The classes 
were held during the day and on company time. The shift problem was met by 
relieving men from night-shift work and assigning them to straight day work for 
the three weeks. It was made clear that satisfactory completion of the course would 
in itself be no guarantee of promotion. 

Our initial purpose—preparing and selecting a backlog of potential supervisors— 
has long since been achieved. But the potential is by no means exhausted. We are 
still finding outstanding men who in the normal course of events would very 
likely have been overlooked in the shuffle. Conversely, some of those con- 
sidered the most promising candidates have, under the microscope of searching 
group discussion, exhibited traits of character and evidenced mental processes not 


at all compatible with good supervision. 
—W. E. Bennett in Systems Magazine 3/54 





A DAY NURSERY, started by the Mooresville (N. C.) Cotton Mills for children of 
employees working on the daytime shift, now takes care of the children of second- 
shift workers during the day, giving parents a chance to sleep. Youngsters are 
taken to and from their homes by company transportation. 

—Personnel Executives’ Newsletter (Deutsch & Shea, Inc.) 
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Workers Size Up the Incentive Plan 


WHAT DOES THE employee on incentive wages think of his pay plan? Some sur- 
prising facts—as well as scientific backing for some common hut previously un- 
verified assumptions about employee attitudes toward incentives—have been de- 
veloped in the course of a study conducted by the Survey Research Center at the 
University of Michigan among 2,500 production employees of a large metal fabri- 
cating company. Of this number, about 1,500 were on incentive jobs—some 700 on 
group incentives and some 800 on individual incentives—while the other 1,000 were 
paid at straight hourly rates. 

Most employees on incentives favored the principle of incentive pay, 60 per 
cent of them strongly. Only 10 per cent actually opposed incentives. When asked 
how they would like to be paid, about 75 per cent of incentive workers said they 
would like to remain on incentive pay. While most non-incentive workers were 
not opposed to incentive plans in general, a majority of them said they preferred 
straight hourly pay for themselves. The majority of incentive workers, while satis- 
fied with standards on their own jobs, expressed some dissatisfaction with the way 
incentives work out at their company. Fewer than 50 per cent of group incentive 
workers liked that method of pay for themselves; however, another 32 per cent of 
them favored individual incentives. Generally, it appears, workers on group incen- 
tives would prefer individual ones; those who don’t work under any kind of in- 
centive prefer to remain on hourly pay. 

Workers who most liked the company were most satisfied with the incentive 
plan. Of those who thought the company “a very good place” to work, nearly 85 
per cent liked the incentive; of those who thought it “a good place,” about 67 per 
cent liked the incentive; “‘a fairly good place,” about 40 per cent; “all right,’ about 
22 per cent; “not too good,” 17 per cent. 

Moreover, workers who think their foremen are good at explaining the reasons 
for changes in a labor standard are better satisfied with incentives than those whose 
foremen are seen as “poor” at explaining, or as not trying to explain. 

—ALFrED G. LarkE in Dun’s Review and Modern Industry, Vol. 62, No. 2308 


A New Guide to BLS Employment Statistics 


USERS of industry statistics on employment, hours and earnings, and labor turnover 
frequently are faced with the need for historical data for comparison with cur- 
rently published iaaterials. In this connection one of the most important questions 
is: What is the earliest date for which a statistical series is available on a comparable 
basis? To meet this need, the Bureau of Labor Statistics has prepared a guide to 
its employment statistics data which shows the earliest date for which currently 
published national series on employment, hours and earnings, and labor turnover 
are available. 

In addition to a guide to historical data, the publication presents a catalog of 
industries for which current data are published. It also includes a complete listing 
of all industries, describing the composition of each non-agricultural industry 
division, major group, and specific industry for which the Bureau currently pub- 
lishes data. 

Each industry is described in considerable detail, to enable individual firms to 
identify the statistical series which includes their specific products. This guide to 
product classification should also prove useful to firms in identifying their product 
inclusion in other government statistical series, since the BLS classification is based 
on standard classification systems widely used in other government reports. 

Single copies of the catalog are available upon request from the Regional Direc- 
tor, U. S. Bureau of Labor Statistics, 341 Ninth Avenue, New York 1, New York. 
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PERSONNEL MANAGEMENT—ITS ASSETS AND 
LIABILITIES. By Peter F. Drucker. Dun’s Re- 
view and Modern Industry (99 Church 
Street, New York 8, N. Y.), June, 1954. 
75 cents. In this article, which is almost cer- 
tain to arouse considerable controversy, Mr. 
Drucker expresses the view that everything 
of importance that we know about personnel 
administration was known in the early 1920's 
—that there have been refinements, to be 
sure, but real progress has been negligible. 
For whatever comfort it may give the reader, 
he concludes with the prediction that the 
next 20 years should be a period of far greater 
accomplishment in this field. 


THE MODERN CORPORA‘ION AND THE NATION'S 
HEALTH: A SYMPOSIUM. Industrial Medicine 
and Surgery (605 North Michigan Avenue, 
Chicago 11, Ill.), May, 1954. 75 cents. This 
symposium, featuring the highlights of papers 
originally delivered at the recent Industrial 
Health Conference in Chicago, includes a dis- 
cussion of the role of the medical school in 
industrial America by Dr. George P. Berry, 
Dean of the Faculty of Medicine at Harvard, 
a paper on medicine in industry by Robert 
C. Page, M.D., and another on the role of 
the modern corporation in promoting the na- 
tion’s health, by Meyer Kestnbaum. 


A SLIGHT CASE OF OVERCOMMUNICATION. By 
Perrin Stryker. Fortune (9 Rockefeller Plaza, 
New York 20, N. Y.), March, 1954. $1.25. 
Management's best-known “communications 
problem” is too little information. But too 
much information can also be a problem. The 
experience of a small Pennsylvania company, 
recounted here, suggests that we may be hear- 
ing more about the hazards of overcommunica- 
tion. 


THE PLACE OF THE ARTS AND SCIENCE GRAD- 
UATE IN INDUSTRY. By Donald S. Bridgman. 
Journal of College Placement (2705 Fidelity- 
Philadelphia Trust Building, 123 South Broad 
Street, Philadelphia 9, Penna.), March, 1954. 
$1.00. Discusses the record of arts and sci- 
ence graduates in the Bell Telephone Com- 
panies and the Western Electric Company and 
ways in which such organizations can utilize 
their assets most effectively. The greatest weak- 
ness found in these graduates, according to the 
author, is their relatively high rate of turn- 
over in the first few years of employment, 
resulting from less definite vocational goals and 
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less satisfactory work attitudes than those of 
professionally trained employees. Among their 
potential advantages are the ability to express 
themselves more effectively in writing and 
speech, a greater sensitivity to the reactions 
and motives of other people, and a better 
understanding of economic and political trends. 


A PSYCHOLOGIST’S VIEW OF RETIREMENT PROB- 
LEMS. By George K. Bennett. Industrial Medi- 
cine and Surgery (605 North Michigan Ave- 
nue, Chicago 11, Ill.), May, 1954. 75 cents. 
The author, who is president of The Psy- 
chological Corporation, is convinced that flex- 
ible retirement policies are not feasible at 
present because of the lack of adequate tech- 
niques for evaluating the work potential of 
the older person—whether he be a production 
employee, office worker, or manager. He feels 
that it is wholly possible, however, that suf- 
ficient information will have been amassed a 
few years hence to provide a sound basis for 
such policies. 


HOW 1200 EMPLOYEES WERE TOLD ‘WE'RE 
MOVING.” By Margaret L. Jones. Dun’s Re- 
view and Modern Industry (99 Church Street, 
New York 8, N. Y.), May, 1954. 75 cents. 
Only 139 employees out of 1,200 did not 
stay with General Foods when it packed up 
headquarters recently and moved from New 
York City to a Westchester suburb. This ar- 
ticle tells what the company did to solve em- 
ployees’ financial problems arising out of the 
relocation and to make it otherwise attractive 
to them. Quoted at length are the various 
communications—all very well handled— 
which employees received from management, 
announcing the move, informing them of 
company policies on the subject, and keeping 
them posted on developments. 


EDITING FOR EMPLOYEES WHO READ HARDLY 
ANYTHING. By Audrey E. Heusser. Personnel 
Journal (Swarthmore, Penna.), April, 1954. 
75 cents. If the house organ is to be an 
effective medium of communication, the editor 
should know how to make it appealing to 
people who only thumb through most printed 
material, reading a snatch here and there. 
The author's very helpful suggestions on 
reaching “reluctant readers’—who constitute a 
substantial part of the audience in the aver- 
age company—are applicable not only to house 
organs but to most other types of employee 
publications as well. 
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Office Management 








TEN WAYS TO SAVE OFFICE SPACE 


Recent increases in office responsibili- 
ties and personnel have accentuated the 
long-standing problem of finding adequate 
office space. Frequently, the solution lies 
not in obtaining new space but in using 
the present space more effectively. The 
following suggestions are offered to that 
end. 


1. Microfilm storage records. Most 
companies face the big problem of finding 
suitable space for storing the ever-increas- 
ing number of records, reports, contracts, 
and accounting data. Renting space out- 
side the business district or in storage 
warehouses will not always solve the 
problem. Often microfilming records and 
other data which must be preserved is a 
practical solution. 

Some companies microfilm current filing 
material, as well as items designated for 
storage. The day-to-day microfilming of 
items having lasting value relieves the 
bottleneck which often arises when filing 
material is filmed only at intervals. 


2. Use five-drawer filing cabinets. Five- 
drawer filing cabinets which stand no 
higher than the four-drawer cabinets are 
being manufactured. This increases filing 
capacity by 25 per cent, a significant fig- 
ure when it is considered that a legal-size 
file requires from 7 to 10 square feet of 
space (including working space in front 
of the file). 

3. Use functional equipment. Industry 
uses an average space allocation of 60 
square feet per employee including desk 
area, working area, and pro rata space 
for aisles, area for lockers, and other 
nonproductive space. This calculation is 
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based on the traditional standard desk, 
which measures 60 inches wide by 34 
inches deep. 

The utility desk, measuring about 24 
to 28 inches deep and 48 inches long, will 
save up to 6 square feet of space per desk. 
The unit desk arrangement, whereby desks 
are grouped into units (of related work), 
will save space varying from 15 per cent 
to as much as 30 per cent. Center or 
wing partitions can be used if privacy 
is required. Functional equipment will 
help solve the space problem. 

4. Standardize size of private offices. 
A Midwest trade association, having 
moved into new quarters, ran into prac- 
tically no opposition from its executive 
staff when they were told that the allo- 
cation of space would be standardized. 
The policy of share and share alike by 
the executive class avoids misunderstand- 
ings and hurt feelings. 

5. Provide standard aisle space. Aisle 
space should be standarized both as to 
width and location. The aisles should 
be straight and should aid traffic flow in 
the office. When standards are not es- 
tablished and followed, either space will 
be wasted by too-wide aisles, or space 
savings will be more than offset by de- 
creased efficiency attending crowded con- 
ditions. 


6. Arrange the office to suit the work 
flow. If management wants to utilize of- 
fice space effectively, an analysis should 
be made of the flow of paperwork by 
major or principal routines. It is re- 
ported that before Frank Lloyd Wright 
designed and laid out the modern S. C. 
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Johnson & Son, Inc., building in Racine, 
Wis., a careful study of the work flow 
was made so that the space would be allo- 
cated according to need and located to 
reduce necessary movement to a minimum. 

7. Use movable partitions. The use 
of movable walls permits office space to 
be reallocated whenever the need de- 
mands. One fault with the permanent 
type of wall structure lies in the cost of 
removal and reconstruction, which often 
becomes an obstacle to necessary change. 

8. Reduce the number of partitions 
between departments. Open and unre- 
stricted office space is ideal for ease of 
paper work flow and efficiency of space 
utilization. Partitions, regardless of their 
use, complicate the flow of work. A more 
flexible and practical use of space can be 
achieved in 1,000 square feet of open 
space than can be developed in the equiva- 
lent two areas of 500 square feet each or 
four areas of 250 square feet each. 

9. Provide centralized reception space. 
One centralized reception room, as com- 


pared with several decentralized reception 
rooms adjacent to private offices, will save 
considerable space. All savings which 
arise from centralization and standardiza- 
tion are accompanied by varying degrees 
of personal sacrifice and inconvenience, a 
price of modern technology and improved 
practice which management must pay. 

10. Provide a centralized company li- 
brary. The retention of duplicate and 
triplicate copies of magazines, technical 
books, and other publications so necessary 
for present-day operations wastes space. 
More and more companies are providing 
an adequate number of subscriptions to 
these publications as part of their program 
for keeping their executive staff currently 
informed on business and industrial devel- 
opment. These copies are routed among 
the junior staff after the senior executives 
have finished reading them. They then 
go to a central reference library where 
only one copy is retained. This saves con- 
siderable space in the departments and 
provides a permanent copy for future ref- 
erence. 


—Harry L. Wyuie. American Business, Vol. 24, No. 2, p. 17:2. 


DICTATING BY TELEPHONE 


Mi acuine pictation is going through a 
change that promises within a short time 
to make it as simple, quick, and efficient 
as dialing your phone. 

What's happening is called telephone 
dictation. All you do is pick up the tele- 
phone, dial one or more digits, and start 
talking. Your dialing puts you through 
to central dictation, automatically selects 
one of a battery of dictating machines 
that isn’t busy, and sets the machine to 
recording your letter. By dialing various 
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digits, you get a partial or full playback, 
signal the end of the letter, or make cor- 
rections. Stenographers in a central pool 
then pick up the recording, type it for 
you, and route the finished letter back to 
your desk ready for signature. 

Such a system does a number of things: 

It cuts down the number of fairly high- 
priced ($300 each) machines necessary to 
provide a large office staff with dictating 
facilities. A ratio of 12 persons, or even 
more, to one recorder in the central steno- 
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graphic room is practical, without delays 
or what the industry calls “collision.” 

It speeds the processing of dictation. 
Instead of accumulating enough letters to 
fill a recording before starting to dictate, 
or waiting until a recording disc is largely 
used up before sending it out for tran- 
scription, a dictator can handle each letter 
as it comes along, getting it processed at 
once. 

It leaves the mechanics of handling the 
recording device to central dictation. 
There’s nothing on the dictator’s desk ex- 
cept his inter-office phone. 

It eliminates transportation of record- 
ings to central stenographic pools by 
ofice messengers. 

Telephone dictation is actually still in 
its infancy. The Ediphone Division of 
Thomas A. Edison, Inc., claims to have 
been the first in the industry to introduce 
a model, but just about every manufac- 


turer in the field either is marketing tele- 
phone dictating equipment. A variety of 
devices is already in use. 

Ediphone says its biggest seller by far 
is the manual selection arrangement that 
links a dictating station to three, four, or 
five ““Televoicewriters,” allowing a person 
to pick out any one of the machines that 
isn’t in use. Other Ediphone installations 
combine their own wiring system with an 
internal telephone circuit handset on the 
user’s desk. This permits him to use the 
handset either for dictation or for internal 
calls. 

Dictaphone’s Telecord system uses no 
separate wires. It uses the already-in- 
stalled wiring and dialing equipment of 
the internal telephone system. This is an 
attractive feature for companies that do 
not want another separate wiring system 
apart from their internal phone circuits. 


—Business Week, No. 1253, p. 95:3. 


An Old Skill Regains Some Ground 


PENMANSHIP, an almost forgotten art in this age of complicated calculators and 
dictating machines, has come back into the limelight, a report from an industrial 
plant indicates. 

Clerical employees and supervisory personnel at Minneapolis-Honeywell’s plant 
in Philadelphia are going back to school, on company time, to brush up on their 
handwriting skills. The penmanship instruction, conducted in weekly half-hour 
sessions over a 12-week period, will deal primarily with number formation, accord- 
ing to C. L. Scheetz, training director for the firm's Industrial Division. 

Actually, America’s primary instrument for keeping work reports and other 
day-to-day statistical accounts is still the common pen or pencil, Mr. Scheetz points 
out. Before they can be fed into punched card systems, basic records must be 
hand-gathered and hand-copied in the plant. And studies have shown that most 
mistakes in this elementary arithmetical process are copying or reading errors. 

For example, an employee's poor formation of numerals often makes 5, 3 
and 8 hard to distinguish from each other. The numerals 1 and 7 also are easily 
confused. 

The Minneapolis‘Honeywell training program will also be designed to improve 
the employees’ “visual memory”—i.e., their awareness of the details characteristic 
to each numeral—thus speeding up their recognition of the numbers. Early results 
indicate that women have the best eye for recognizing numbers. 

By improving the coordination between eye, hand, and brain, the program is 
expected not only to increase clerical accuracy but reduce office fatigue. 
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CENTRALIZED VS. DECENTRALIZED FILES: 
WHICH SYSTEM FOR YOUR COMPANY? 


Topay opinion is sharply divided on the 
question of centralization versus decen- 
tralization of active, current files. Why? 
Though everyone will agree that no or- 
ganization should permit bits and seg- 
ments of its records to be scattered at 
random throughout the company or ar- 
bitrarily force centralization of records, 
regardless of the practical needs of offices 
which must use them, disagreement will 
arise as to how to avoid these two ex- 
treme conditions. 

Consideration of the following fac- 
tors may be helpful in leading to a solu- 
tion of this problem: 

1. Use. If a block of records is used 
almost exclusively by a certain unit, those 
records should probably be placed in that 
unit. Conversely, if a record is to be used 
jointly by several offices, it should be 


placed where it is most accessible to all 
its users. 
Sometimes records may be claimed by 


several organizational elements. Decision 
should then be based on a test-check of 
how often and how long the records in- 
volved are used by each element. The 
general rule here is to place records at 
the point of their heaviest use. 

2. Time. In organizations where serv- 
ice must be provided on an “at once” 
basis, it may be unwise to centralize 
records, since it is difficult to place the 
central files close enough to the office 
to be served. In other organizations, 
where time is not so prominent a factor, 
satisfactory records service may be pro- 
vided from points not so conveniently 
located in relation to using offices. 

The general rule should be to place 
records where they can be made avail- 
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able to the most users in the shortest 
amount of time. 


3. Space. If records are to be cen- 
tralized, try to select space that is free 
of structural obstacles which interfere 
with a rapid, forward flow of work. If 
possible, the space should be near eleva- 
tors, stairwells, mailroom, tube system and 
other service facilities. It should be 
checked for its ability to withstand the 
anticipated floorload. Excellent lighting, 
natural and artificial, should be provided. 

As far as space is concerned, there- 
fore, the general rule should be to cen- 
tralize only when records space meets the 
above conditions. 

4. Security. Because access to some 
records must be limited, it may be neces- 
sary that they be filed separately from 
other records. Valuable records should 
also be protected from the elements, 
rodent and insect damage, vandalism, 
theft, and the hazard of war. The gen- 
eral rule from the standpoint of security 
should be to place records bearing security 
classifications where they will be properly 
safeguarded. 


5. Cost. Theoretically, centralized fil- 
ing provides maximum economies in 
space, equipment, supplies and utilization 
of personnel. However, it can be the 
most expensive method, if established 
without due regard for use, time, and 
control factors. 

Uncontrolled decentralization is also 
an open invitation to high operating 
costs. Lack of uniformity in systems 
and procedures results in the purchase of 
special, non-standard equipment and sup- 
plies. Duplication of copies or of entire 
files consumes space and equipment. 
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The general rule here is to centralize 
records for economy if other factors are 
favorable to centralization. Otherwise, 
decentralize under central control. 

6. Control. Regardless of where files 
are located, successful operation will be 
influenced by the existence or absence of 
controls. Control over access to the 
files, control through use of a uniform 
classification and filing system, control 
through standard operating procedures, 
and control through published, thoroughly 
distributed records policies are just a few 
of the many necessary controls. 

The general rule is to centralize records 
to narrow the span of control, if factors 
are otherwise favorable to centralization. 
If decentralization of records is called for, 
make central control a must. 

7. Personnel. While employees who 
work with central files may become ex- 
pert in their profession, they are not likely 
to learn as much about specific aspects of 
the company’s business as personnel of 
decentralized files. 

For less turnover, better understand- 
ing of local needs, and less chance of fric- 
tion, the general rule is to decentralize 
records with central control and coordina 
tion. 

8. Documentation. Under favorable 
conditions, centralized filing should pro- 
vide the best opportunity for complete 
documentation of an organization's acti- 
vities. The span of control over the 
records needed for documentation pur- 
poses is narrowed, and the records can be 
organized and coordinated according to a 
uniform plan. 

The general rule of documentation 
should be to centralize physically, if prac- 
ticable. Otherwise, decentralize with re- 
straint, under central control. 


9. Type of Records. The great bulk 
of a company’s records practically clamor 
for some degree of centralization. For 
example, procurement records should be 
centralized in the procurement office, per- 
sonnel records in a central file in the per- 
sonnel office, and budget voucher, con- 
tract, transportation, and similar records 
concentrated in the offices responsible for 
those functions. The general rule here 
is to establish central files for such records. 

10. Size of Organization. The larger 
the company, the less chance there is for 
satisfactory mass centralization of records. 
Unless a building was designed to permit 
rapid transmission of records from floor 
to floor, it is usually necessary for records 
to be placed on several floors accessible 
to using offices. 

In considering the size-of-organization 
factor, the rule is to take into account 
the natural division of the organization 
into floors, bays, wings, and buildings. 

After all factors have been considered 
and decision reached as to whether to 
follow a centralized or decentralized files 
plan, a further step is to formalize and 
clarify the plan. Designate each of the 
points where official files are to be main- 
tained as “official file stations.” A policy 
directive should be issued that (1) gives 
the organizational and physical location 
of the official file stations; (2) lists the 
offices to be served by each station; (3) 
identifies the types of records to be 
maintained at each station; (4) allocates 
responsibility for their efficient mainten- . 
ance and adherence to standards; (5) 
prohibits the maintenance of official files 
at other than designated official file sta- 
tions; and (6) assigns responsibility and 
authority for their coordination to a 
central source. 


—Terry BEACH, The Office, May, 1954, p. 67:6. 
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HOW TO SELL THE NEW FILING SYSTEM 


It’s AN oLp story that people tend to 
get into a state over changes of any kind. 
As far as bosses are concerned, however, 
it is generally known that nothing causes 
quite such an uproar as the suggestion 
that they loosen their grasp on some of 
the stuff in their filing cabinets. 

“A man will hang on to an insignificant 
memo as though it’s all that stands be- 
tween him and the atom bomb,” accord- 
ing to Dorothy Knight, who was in charge 
of reorganizing Lever Brothers’ acres of 
files when all divisions of the company, 
dispersed in Chicago, Boston and New 
York, were united under one roof in 
New York. 

As Records Supervisor at Lever’s, Miss 
Knight had the job of analyzing the files 
of the firm’s three divisions and deciding 
what material could be destroyed, stored 
in headquarters vaults, kept in the cen- 
tral filing section, or left in the various 
departments. She also had to organize 
the files and plan for continuing analysis 
and reorganization. Lever Brothers ended 
up with more than 5,000 file drawers, 
about a third of the number it had before 
the reorganization started. 

When you're dealing with higher-ups, 
the steamroller act isn’t politic and won't 
work, Miss Knight asserts. There would 
be too many people trying to prove that 
your ideas weren't workable. Essential to 
tactful handling of balky record hoarders, 
therefore, is genuine understanding of the 
fact that emotions are involved. Here 
are two of the major factors to be con- 
sidered. 

1. The department head has usually 
been responsible for the present organiza- 
tion of his own files. Put yourself in his 
place and you'll realize that he'd have to 


be superhuman to welcome someone else’s 
filing method as being acceptable. 


2. It is essential to the safe conduct 
of many aspects of business that certain 
dealings be down in black and white and 
that records of them be kept, perhaps in- 
definitely. But there’s also the fact that 
many people feel the need to protect 
themselves. And this motive is sometimes 
extended to the point where it becomes 
an end in itself. 


Though some department heads at 
Lever Brothers agreed to the analysis of 
their files, they were hesitant about losing 
any of the material to central files or the 
vaults, or about any changes in the ar- 
rangement. Miss Knight found it per- 
suasive to draw up a list of existing con- 
ditions and a corresponding list of recom- 
mendations which would remedy those 
conditions. 


It is her experience that when depart- 
ment heads are faced with this kind of 
irrefutable evidence, reasonableness comes 


to the fore. 
defects: 


Duplication of records in two or more files. 
Separation of related material in various 


files. 


Inactive records that should be transferred 
to storage. 


Absence of a standard file classification. 
Lack of file control. 


Absence of proper housing for oversize 
material. 


When such a list, supplemented with 
proper recommendations, reaches a de- 
partment head, he usually passes it on to 
his people to find out what they think 
about it. They will generally see the 
benefits of the new method and report 
this to their boss. 


Here is a list of typical 


—Supervisor’s Personnel News Letter (Bureau of Business Practice), February 15, 1954, p. 2:1. 
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Wanted—Better Business Forms 


TWO OUT OF THREE businesses believe the efficiency of their operations could be 
improved right now if suitable business forms could be found for the job, it is dis- 
closed in a research study, “How Business Forms Are Bought and Used,” released 
recently by the magazine U. S. News ©& World Report. 

Conducted among a representative group of more than 2,000 businessmen, th 
study also disclosed that during the past year 73.7 per cent of the respondents in- 
volved put into use new or revised business forms. Almost half of the firms covered 
use continuous business forms, and more than 85 per cent use single business forms. 

Concerning the approval of a new business form, the survey results showed that 
approval comes from management in 85.9 per cent of the cases, from department 
heads and their assistants in 69 per cent of the cases, from other supervisory per- 
sonnel in 16 per cent, and from non-supervisory personnel in 5 per cent. (In 
many cases approval is sought from more than one level of responsibility.) 

The survey showed that 35.2 per cent of the respondents design their own forms, 
6.5 per cent consult with a business form manufacturer for advice, and 58.3 per 
cent use a combination of these methods. 


—Office Executive 5/54 
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OFFICE AUTOMATION: BEGINNING OF AN ERA. 
By R. Hunt Brown. Office Management, (212 
Fifth Avenue, New York 10, N. Y.), May 
and June, 1954. 25 cents per copy. While 
broad-scale automation of office work is in- 
evitable, it has been slow in coming and 
probably will be an evolution, rather than 
the revolution that some have predicted. How- 
ever, management has a responsibility to in: 
vestigate such office electronic equipment as 
is already available and to analyze its own 
office operations to determine whether auto- 
mation of certain office routines—perhaps on 
a modified basis—is not already feasible and 
desirable. 


IS INVESTMENT IN AIR CONDITIONING SURE TO 
PAY OFF? By Wells Norris, American Business 
(4660 Ravenswood Avenue, Chicago 40, IIl.), 
April, 1954. 35 cents. This article, the first 
in a series, examines the advantages of air 
conditioning in the office—e.g., increased 
worker efficiency (estimated by one company 
at 30 per cent), fewer shutdowns, lower clean- 
ing and maintenance bills, etc.—as against 
the costs of installing and maintaining an air 
conditioning system. One of the most im- 
portant questions to be decided—depending 
upon the size of the area to be cooled, age 
of the building, and other factors discussed 
here—is whether to install a central system, 
a “packaged” unit, or use individual room 
conditioners, (which can be installed in most 
private offices for as little as $300). 
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THE THINKING OF MEN AND MACHINES. By 
John H. Troll. The Atlantic Monthly (8 Ar- 
lington Street, Boston 16, Mass.), July, 1954. 
50 cents. Though we have become used to 
machines that are more powerful, more dur- 
able, more accurate, and faster than we, we 
are jealous and half-fearful of the so-called 
thinking machines, envisioning a nightmarish 
future in which these devices will completely 
control our lives. However, the “thinking” of 
these machines can only be as good as the 
rules they have been taught to follow, the 
author assures us, and these rules result from 
such singularly human processes as the forming 
and organizing of ideas and the connecting of 
these ideas into larger entities. Even the most 
complex, advanced computers will not replace 
creative thought, the author concludes. 


BETTER CONTROL THROUGH PROBABILITY STA- 
tistics. By Alex L. Hart. Office Executive 
(132 West Chelten Avenue, Philadelphia 44, 
Penna.), May, 1954. 50 cents. While figures 
lie at the heart of any control system, they 
are quite useless if they cannot be accurately 
interpreted for control purposes. Probability 
statistics are the answer here, in the author's 
view—the most scientific way of getting the 
maximum useful information from existing 
data. He describes their use, and urges that 
management investigate and experiment with 
this promising science as one means of re- 
versing the rising trend of office administra- 
tive and clerical costs. 
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PROOF THAT SAFETY CONTESTS PAY OFF 


To most management men faced with 
the decision to authorize a safety con- 
test, the basic question is not whether any 
good will be accomplished, but how much 
—whether frequency and severity rates 
will be lowered sufficiently to justify the 
expense of running the contest. 

At Lehigh Structural Steel Company, 
management got the answer. It was a 
very definite affirmative. 

Here is the record: From October, 
1939, through October, 1953, there were 
100 months during which Lehigh held no 
safety contests. The frequency rate dur- 
ing those months averaged 6.01 lost-time 
accidents per million man-hours worked, 
and severity averaged 0.615 days lost 
per 1,000 man-hours. 

But during the safety-contest months, 
accident frequency was nearly 43 per 
cent below the period when employee 
interest was not stimulated by contests. 
Moreover, the severity rate dropped by 
44 per cent. 

For a number of years Lehigh had 
followed the plan of giving each em- 
ployee an award at the year’s end for 
accident-free performance over the 12 
months. This scheme emphasized reward 
at the end of a long period for safety 
performance completed. Coupled with 
the company’s regular accident-prevention 
and safety education program, it enabled 
Lehigh to chalk up a record of eight and 
one-half years without a lost-time acci- 
dent. 

But eventually the reward system lost 
its effectiveness and the accident fre- 
quency rate crept back up. 
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After much discussion, Lehigh’s safety 
council decided that an award only once 
a year was insufficient incentive. So the 
company changed its policy from making 
an award after a record was established 
to one of making awards to establish 
safety records. 

From August, 1949, to the present, Le- 
high has run safety contests almost con- 
tinuously. Contests have taken several 
forms, with frequent small prizes for 
safety slogans, suggestions for safety im- 
provements, or number of accident-free 
days worked. 

One of the most successful contests 
used was “Safety Poker.” Workers were 
given special playing cards, chosen at ran- 
dom, for safe periods worked. After a 
number of cards were passed out, prizes 
were given for the best poker hands. 

Contests can cost as little or as much as 
desired. The “Safety Poker” contest cost 
the company $100 per week (for 500 em- 
ployees) while it was running the first 
time in 1949. Lehigh is presently op- 
erating on a contest budget of abour 
$1,000 per year. 

In setting up a safety contest, it is 
well to keep the following points in mind: 

1. Type of contest and method of 
handling should be adapted to the indi- 
vidual plant. 


2. Contests must stimulate 
and must be fun. 


interest, 


3. Contests should be run by a com- 
mittee composed of supervisors and other 
employees. 

4. Type of contest should be changed 
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from time to time, but the contests should 
run continuously. 

5. Contests should always offer a num- 
ber of individual prizes. 

6. All employees should participate. 

7. The contest should be promoted 
vigorously and publicized in the com- 
pany’s house organ. 

Contests, of course, are only a means 

—GEORGE J. NEUMANN. 


to an end. They are no substitute for 
daily watchfulness and continuous safety 
education. The safety job is never really 
finished until every worker is safety- 
minded to the point where he works 
safely, not to avoid discipline or to win 
prizes, but for his own benefit and that 
of his co-workers. 

Iron Age, July 1, 1954. 


BEATING THE HIGH COST OF SHIPPING 


Tioucn there’s not much management 
can do about rising shipping costs except 
pay them, there’s a great deal it can do 
to spot uneconomical shipping practices 
and substitute less expensive ways of mov- 
ing freight. Unfortunately, in many com- 
panies lax practices that crept in during 
the boom years have still not been re- 
viewed and overhauled. 

Here’s a practical five-point program 
for reducing your transportation expenses 
—as both seller and buyer: 

1. Put one key man in charge of ship- 
ping operations and give him both the 
responsibility and the authority needed to 
find your weak spots—and correct them. 
His major responsibilities would be to 
set up—and keep up—a complete Rate 
and Routing Guide; to look into alterna- 
tive routes, carriers, and shipping or re- 
ceiving methods when carriers change 
rates; to check all shipments returned by 
customers because of damage, consulting 
with production and packing, as well as 
with the carrier, to see how such losses 
can be eliminated in the future; to keep 
a constant eye out for cutting shipping 
costs by examining every aspect of your 
firm’s operations that affect freight 
charges. 
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2. Start a Rate and Routing Guide (or 
bring it up to date if you already have 
one), in which all the information needed 
to select the best carrier and best route 
for any shipment can immediately be 
found. The following basic information 
should be contained in every Rate and 
Routing Guide: names of all railroads, 
airlines, and trucking companies serving 
the major cities with which you deal; 
names and routes of connecting carriers, 
when necessary; the Railway Express 
scale, Parcel Post zone, and Post Office 
class of each city to which you ship or 
from which you receive shipments; the 
basic freight rates to each city for each 
carrier; the average time needed to move 
goods by each shipping method. If your 
shipments involve a variety of items, the 
Guide should include data covering the 
freight classification of each different 
product, and the rating for each. 

In making any study of relative ship- 
ping charges, however, remember that it 
isn't just the cost of transportation that's 
the deciding factor, but rather the over- 
all benefit to your company that a par- 
ticular method of moving goods will give. 

3. Check on whether your company 
might benefit by joining a shipping pool 
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or using a freight forwarder. Such ar- 
rangements give companies which ship 
small quantities of goods the benefit of 
carload freight rates and through-car serv- 
ice. Savings are considerable. 

Even though no cooperative groups are 
available at your shipping and receiving 
points, you can operate what amounts 
to a shipping pool of your own by using 
the services of a “packing house” or con- 
solidating service. 

In addition, many of the freight for- 
warders who ship in less-than-carload or 
less-than-truckload amounts are offering 
new and improved services. Firms using 
forwarders benefit from through-car speed 
and handling, reduced paperwork, and 
generally lower shipping charges. 

However, there are drawbacks to check 
before you decide to use a freight for- 
warder. For example, the length of time 
that the forwarder holds your goods to 
make up a carload for the same destina- 
tion or break-bulk point may more than 
offset the time saved on his through-car 
service. If the forwarder does not have 
a through-route to your shipping destina- 
tion, your goods may be unloaded and 
reloaded several times with resultant dam- 
age and delay. 

4. Check your “hidden” shipping ex- 
penses. The high cost of shipping is 
often due to company operations that 
have nothing at all to do with routing 
or choice of carrier. Here's where the 
key man you put in charge of shipping 
can make a major contribution. By 
checking the following points, he may be 
able to suggest new operating methods 
which would permit lower freight 
charges: 

In the shipping room: Are schedules 
worked out so that shipments are always 
ready for the carrier's normal pick-up? 
Do your shipping clerks always check the 
invoices when specifying insurance valua- 
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tions? Does your shipping room take 
pains to avoid partial shipments on single 
orders unless authorized by the customer? 
Do you pay shipping penalties because 
of the way you pack your goods? Do 
you review freight rates and product 
classifications regularly in order to ship 
at lowest possible cost? 


In purchasing: Do you order supplies 
in sizes and quantities which will permit 
the most economical shipment? Do you 
check the cost of shipping and the time 
of delivery when you're looking for a 
new supplier? Do you check f.o.b. terms 
carefully when comparing bids? 


On the production line: Do you check 
the weights and sizes of your products 
against the latest traffic rates and restric- 
tions? Are you doing assembly jobs that 
could be left to your dealer, distributor, 
or customer? When you're faced with 
a rush order, do you strike a balance 
between extra freight charges and higher 
production costs? 


In your sales effort: Do you make 
realistic estimates of delivery time in view 
of your own past experience and current 
plant schedules? Do you check the weight 
of customers’ orders to insure low-cost, 
rapid delivery? When you offer cus- 
tomers a “package deal” to promote 
sales, do you check rates and classifications 
to make sure that the cost of shipping 
the mixture won't wipe out the saving 
to the customer? 


In your accounting practices: Do your 
bookkeepers systematically check prepaid 
postage or freight charges on incoming 
packages against actual billings? Do you 
check freight costs for which you're 
charged against the shipping instructions 
you actually gave? Have you made any 
attempt to cut accounting cost by reduc- 
ing your record-keeping to a minimum? 
Have you figured out how much you 
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might save by using a freight audit To speed long-haul deliveries, loaded 
bureau? truck trailers are driven onto railroad 
flatcars and staked down for movement 
by rail. At the destination city the trail- 
ers are driven off the flatcars and straight 
to the door of the receiver. This in- 


genious idea offers the flexibility of motor 
In the search for cheaper and faster freight service on pick-up and delivery 


shipping, some companies are experiment- without its heavy cost on long hauls. 

ing with a combination of speedy air A major bottleneck of air freight has 
cargo shipments and cheap Parcel Post been the generally poor sorting and de- 
delivery. This method offers a particular livery facilities offered when air cargo 
attraction for companies that ship a large reaches its city of destination. A new 
number of small packages to many dif- service offered by United Parcel Service 
ferent firms within the same—but distant has succeeded in eliminating this head- 
—general area. ache. 


—Opberations Report (Research Institute of America, Inc., 292 Madison Avenue, 
New York 17, N. Y.), April 9, 1954. 


5. Take a close look at the new serv- 
ices now being offered to shippers. One 
of these new deals in shipping may change 
your whole shipping picture. 


Sleuthing for Health Hazards 


A “ROGUES’ GALLERY” helps Westinghouse Electric Corp. reduce employee lost- 
time. Last year only one man-hour per 100,000 was lost at Westinghouse because 
of industrial ailments. 

The “rogues’ gallery” is a card-index of more than 7,000 different materials 
used by the company in manufacturing processes and personnel equipment. It 
lists all the “criminal elements’—health hazards that may cut efficiency, cause 
lost-time, or interrupt production. 

“Suspects” are checked by squads of health “detectives’—trained physicians 
and industrial hygiene engineers. They scour every one of the company’s 87 
plants and search out every potential cause of illness or injury. 

Chemicals, dust, vapors, solvents, goggles, tools, slippery floors, radiation, pro- 
tective clothing—even the soap in the washrooms—all are scrutinized and tested 
for toxic or other undesirable qualities. Because slips and falls account for ap- 
proximately one-fourth of all industrial accidents, great care is taken with floor 
waxes. New materials get a “security check.” Every item is considered “guilty” 
until proved innocent. 

Like any good police force, the sleuths work on the prevention principle— 
trying to spot the possible hazard before it does its damage. 

—Medical Advance (The National Fund for Medical Education) 4/54 





1 FIRMLY BELIEVE that we are justified in our assumption that the year 2000 will 
find our grandchildren looking back to mid-century with pity—pity because of 
what they will regard as the harsh, primitive life we lead today. Our scientists 
and technologists can look back with pride, but they have barely knocked on the 
door of molecular and atomic understanding. If we do not miss our chance, a 
new and wonderful world awaits us. 


—Henry E. Forp (Director of Research, E. I. du Pont de Nemours & Co.) 
as quoted in Industrial Research Newsletter (Armour Research 
Foundation, Illinois Institute of Technology) 2/54 
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EFFECTIVE MAINTENANCE REPORTS: 


ONE COMPANY’S EXPERIENCE 


Sooner or LATER every company will 
have to buy good maintenance. It has 
become clear that a dollar saved by efh- 
cient maintenance is worth several times 
an extra sales dollar. 

It’s the duty and responsibility of the 
maintenance executive to do the selling— 
in other words, to keep top management 
informed on maintenance activities. Bas- 
ically, his reports fall into two categories: 
(1) requests for approval, and (2) for- 
your-information reports. The latter in- 
clude regular periodic reports on regular 
maintenance functions and progress re- 
ports on special projects or programs. 
They go to higher and middle manage- 
ment, as the case requires. 

There are good and poor ways to draw 
up requests to management. Here are 
some basic pointers: 

Keep the request brief. If possible, 
limit it to one page. On detailed reports 
that require more space, summarize the 
important facts on the first page, and 
attach other pages of background infor- 
mation, tables, calculations, and so on. 

Explain what the project is. Show 
where it fits into the existing plant. Add 
graphs, diagrams, or photographs if they 
will help to clarify the project. But don’t 
be too technical about it—you might 
confuse management and lose the sale. 

Explain why the project is needed. This 
refers to physical or operating conditions 
that management should know about. 

Explain what savings are expected. 
Talk dollars and cents wherever possible. 

Explain what the project will cost. 
When it comes to changes or improve- 
ments, these last two factors can make 


or break the sale. If you want manage- 
ment to approve, the project must meas- 
ure up. At Perfection Stove Company, 
we like to have the savings pay for the 
cost in one year. On long-term permanent 
projects, such as an air compressor in- 
stallation, management will react favorably 
to a 5- or 10-year recovery of cost from 
savings. 

Projects that call for large expenditures 
or are impossible to document for ex- 
pected savings are the hardest to justify 
and face the biggest risk of a turndown. 
Our method for selling them is this. We 
outline the entire program, but only re- 
quest authority to start one phase of the 
work. Thus results of the trial can be 
used to extend or stop the program. 
Since this approach calls for smaller 
amounts of money, and is well controlled, 
management is usually willing to go along. 
If the trial is favorable, you'll have an 
easier time getting an extension of the 
program according to the original outline. 

We have two main types of informa- 
tion reports at Perfection. On large pro 
jects we feel it is well to draft brief 
“status” reports weekly or monthly, or 
even daily if necessary. As for regular 
periodic reports, we've found a monthly 
report to be most satisfactory. We as- 
semble our data from regular depart- 
mental records which are available for 
summarization on the second day of the 
new month. Management gets the com- 
plete report one or two days later. 

Our monthly report runs to four pages. 
The maintenance clerk compiles all the 
statistics as called for on a preprinted 
“fill-in” form. At times we add graphs 
for greater effectiveness. 


The Management Review 





In general, the report covers the follow- 
ing: (1) breakdown of monthly main- 
tenance labor charges; (2) costs of all 
utilities; (3) breakdown of extra mainte- 
nance and overtime costs; (4) number of 
maintenance personnel by crafts and type 
of work; (5) backlog of approved work; 
(6) breakdown of departmental work; 
(7) departmental and equipment meter 
readings; (2) estimated gas consumption 
by major «juipment. All these statistics 
may not be important to every company. 
The guiding principle in building such a 
report is to select only those data that 
help you give management a quick pic- 
ture of maintenance operations. 


For example, we issue a “summary 
departmental breakdown,” which is a re- 
cap of the minor maintenance hours spent 
in each of 56 departments, and on stand- 
ing order jobs under $10. This category 
accounts for almost half of our mainte- 
nance hours (excluding janitorial). By 
comparison of the current month with the 
past month and the average of the last 
six months, we can spot deviations and 
thus exercise control over these minor 
jobs. 

Once a report like this is established 
and proved a useful tool, management 
will accept it as an aid in making deci- 
sions on maintenance operations. 


—ARTHUR D. BUSCHMANN. Factory Management and Maintenance, April, 1954, p. 130:2. 


Safety Stimulators 


VARIETY IS THE SPICE of a sound safety program. By varying the pace and applica- 
tion of interest-getting ideas, safety programs can be kept active and successful. 
Here are just a few of many ways to stimulate safety interest: 


Safety Derby. One firm successfully uses a horse-race display board to show 
how many accident-free hours each department has worked. Such a display en- 
courages healthy rivalry between departments. 


Rule Quizzes. From time to time, check up on employees’ understanding of 
safety rules with a quiz, “skull session,” or question period. 


Accident Diagram. A chart showing the outline of a man can be effectively 
used to record the number of head, body, arm, hand, leg, and foot injuries. This 
can be helpful in calling attention, for example, to an excessive number of hand 
injuries. 

Making the Most of Posters. Be sure to place safety posters or bulletins in 
attention-getting or accident-possible locations. Also, change posters often enough 
to assure variety and “freshness” of messages. 


“Near Misses.” Display protective equipment or clothing which has prevented 
serious accidents. (For example, crushed goggles, scarred safety shoes, or singed 
fireproof clothing.) Supplement displays with a brief account of “near misses.” 
If possible, use pictures. 


Emblems and Awards. Consider ways to give recognition to individual employees 
for good safety records or for successful safety suggestions: emblems on equipment; 


recognition pins; safety honor-roll mention; citation letters; special prizes or awards; 
etc. 


Safety Committees. A safety committee with employee members can do much 
to stimulate interest in accident prevention, by making periodic inspections and 
meeting to discuss safety problems. 


—Management Information (Elliott Service Company, 30 North MacQuesten Parkway, 
Mount Vernon, N. Y.) 5/17/54 
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COMBATING INDUSTRIAL NOISE: A CASE STUDY 


Recent stupies of the effects of noise 
in industry and their physical and eco- 
nomic implications have increased man- 
agement and labor interest in noise con- 
trol. 

Most of these studies, however, merely 
outline the major uncertainties which 
make the establishment of standardized 
tests and measurements difficult. To de- 
velop a specific program for controlling 
noise, management at Allis‘Chalmers un- 
dertook a series of investigations. The 
resulting program—which, we feel, is 
moving toward the ultimate control of 
our noise problem—embodies the follow- 
ing recommendations: 

1. Plant Surveys. First of all, a spot 
check of the plant should be made with 
a sound-level meter to learn how much 
noise there is in the plant and where it 
is. Where the noise level is 95 decibels 
or above, a program of audiometric ex- 
These spot 


aminations may be in order. 
checks should be followed by a complete 


sound-level survey of the plant. After 
the plant is surveyed, a sound-band analy- 
sis should be made at locations where 
sound-level readings above 95 decibels 
have been obtained. 

2. Audiometric Examinations. All 
new employees should be given a pre-em- 
ployment audiometric examination. For 
statistical purposes, it is desirable to take 
an audiogram on a pure-tone audiometer 
in the frequency range of 125 to 12,000 
cycles, even though the range ordinarily 
used is 250 to 8,000. It is also important 
that the age, sex, previous occupation and 
military service record of the employee 
be recorded, so that the examiner can get 
some idea of the employee’s previous ex- 
posures to noise. 

It may be interesting to know that in 


checking over 6,000 pre-employment au- 
diograms, it was found that 27 per cent 
of our new employees had some type of 
audiometric loss. 

New employees going into areas where 
sound-level readings are above 95 decibels 
should be re-checked before their proba- 
tionary period has ended (in many plants 
this is three months) and then again six 
months after this examination. There- 
after, they should be re-examined yearly. 
If periodic physical examinations are 
given, the audiometric examination should 
be made a part of it. Eventually, all em- 
ployees should be covered by audiometric 
examinations. 


3. Job Placement and Transfers. If an 
employee shows a significant loss of hear- 
ing on the recheck, he may have a noise 
susceptible ear. If so, he should be pro- 
vided with the best possible hearing pro- 
tection and sent to a competent otologist 
for further study. Thus far, we have not 
found sufficient factual information to 
justify transferring an individual from a 
noisy environment to a less noisy environ- 
ment, except where the hearing loss is 
progressing despite protective measures. 

4. Records. The noise level at which 
the employee works should be entered on 
his audiometric record. Audiograms 
should be kept on file by the medical de- 
partment as a part of the employee’s med- 
ical record. The sound-level survey and 
noise abatement data should be centrally 
located and available to all parties con- 
cerned. 

5. Audiometer Room. If audiometric 
examinations are to be conducted on the 
premises, they should be taken in a room 
which is preferably a part of the first aid 
facilities and where the noise level is 50 
decibels or less. However, any room can 
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ve used tor audiometric purposes, if the 
noise level in that room is reasonably con- 
stant, has been measured, and is such that 
it does not interfere too much with the 
audiometric tests in the lower frequencies. 
At Allis‘Chalmers we have found it prac- 
tical to train our own audiometer tech- 
nicians. 

6. Noise Abatement. Noise abatement 
committees made up of members from 
the maintenance department and shop 
supervision were appointed. The Hygiene 
Section of our Health and Safety Depart- 
ment cooperates with these committees, 
acting in the capacity of staff assistants. 

In the limited time that the committees 
have been functioning, it has been found 
that a good share of the noise in the shop 
can be reduced through good maintenance 
of machines and equipment. For ex- 


ample, at a number of locations where 
loose gears and bearings were replaced, 
the noise level was reduced by 8 to 10 
decibels. Also, by replacing metal safety 
guards with wire-mesh safety guards, a 
low-frequency hum was reduced by 10 
decibels. Covering metal bench tops with 
wood reduced the noise level by as much 
as 15 decibels. 

One interesting finding of the commit- 
tees was that the indiscriminate use of 
acoustical material, in the absence of com- 
petent acoustical engineering, will not 
always bring about the desired results. 

The above program may give some idea 
of what can be done by a practical ap- 
proach to the so-called noisy operations in 
a plant. It also shows that changes can 
often be made without spending large 
sums of money. 


—W. F. ScHo.tz. Connecticut Industry, March, 1954, p. 17:3. 


Metalworking—Industrial Pace-Setter 


SINCE 1939 the total number of U. S. metalworking plants has more than doubled 
—from 27,000 to over 54,000, according to a study recently completed by Steel 


magazine. Most of the gain took place during the war years, but except for a 
slight dip from 1947 to 1950, growth has been steady. In fact, there has been a 
net increase of 5,000 plants of all sizes since 1950. Among the 24,644 plants em- 
ploying 20 or more persons, 3,679 were added from 1951 through 1953. 

More than half of the plants employing 20 or more persons are located in New 
York, Ohio, Illinois, Michigan, and Pennsylvania, the study shows. Twenty per 
cent are in New Jersey, Massachusetts, Indiana, Connecticut, and Wisconsin. But 
California is now in sixth place, right after Pennsylvania, and Texas has moved up 
to 12th position. Combined, these two states account for 10 per cent of U. S. metal- 
working and offer ample evidence of industry's persistent shift westward. 

Measured two ways, metalworking is by far the biggest industry and continues 
to grow faster than the rest of U. S. industry. In 1947, it accounted for 41 per 
cent of the 15.2 million manufacturing employees. By 1952, it had 46 per cent 
of 17.1 million. Moreover, value added by manufacture rose from 39 per cent of 
$74.4 billion in 1947 to 46 per cent of $108.4 billion in 1952. 


—Irwin H. Sucu in Steel 6/7/54 





IN A RECENT SURVEY, purchasing agents were asked whether inventory control was 
a purchasing department responsibility in their companies. Sixty-six per cent said 


it was; 26 per cent said it was not; 8 per cent acknowledged partial control of this 
function. 


—Purchasing 3/54 
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Mobile Medics 


WHEN IT's TIME for field employees of two affiliates of Standard Oil Company 
(N. J.) to have their regular medical checkup, they don’t have to go to the doctor 
—the doctor goes to them. 

A 15-ton truck, with the appointments of a modern medical unit, is on the road 
the year round, traveling to 27 states where employees of The Carter Oil Company 
and the Interstate Oil Pipe Line Company are on the job. In this mobile unit, 
doctors of Carter's medical staff have everything they need to give complete 
medical examinations, which are a regular part of the company’s health program. 

The unit is air-conditioned, has hot and cold running water, a doctor's office, 
an X-ray room, and a laboratory in which tests may be run and X-ray films de- 


veloped. 
engineers. 


It was designed by Carter's medical staff with the aid of company 


—Points (Standard Oil Company of New Jersey) 3/54 
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HANDLING ANALYSIS—PREREQUISITE FOR COST 
CONTROL. By C. J. Schwarzer. Flow (1240 
Ontario Street, Cleveland 13, Ohio), March, 
1954. 30 cents. In describing how Westing- 
house defines, determines, and controls mate- 
rials handling costs, the author shows how 
these costs can be reduced in such areas as 
plant planning and layout, equipment supplier 
negotiations, shipping and traffic operations, 
plant transportation systems, materials han- 
dling improvement programs, and materials 
handling training. The article also discusses 
the advantages and disadvantages of automa- 
tion as applied to materials handling, includ- 
ing among the advantages lower production 
costs, increased quality, and reduction of man- 
power fatigue. Typical forms used by West- 
inghouse in its materials handling operations 
are shown. 


FIVE STEPS TO PRODUCTIVE MAINTENANCE. 
Available gratis from the General Electric 
Company, Schenectady 5, New York. This 
18-page bulletin provides detailed information 
on organizing to meet the demands that auto- 
mation will make on company electrical main- 
tenance programs. Steps discussed include: 
(1) gathering equipment data; (2) determin- 
ing the extent of routine maintenance work; 
(3) establishing a routine operating control 
system; (4) determining which items of 
equipment are critical to company operations; 
and (5) establishing a special maintenance 
program for critical equipment so as to keep 
down-time costs at a minimum. 
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MORE SALES EFFORT AT THE JOB LEVEL. By 
John M. Roche. National Safety News (425 
North Michigan Avenue, Chicago 11, IIl.), 
May, 1954. 75 cents. Pointing out that selling 
top management on safety is only a small 
part of the total sales job, the author gives 
several suggestions for selling safety to the 
workers themselves. Group discussions, in 
which workers present their own ideas on 
various safety subjects, are the most effective 
means for reducing accidents, according to 
the author, who suggests that all safety ma- 
terial should call for employee participation, 
either actively or orally. The author also 
found that straight instructional posters, rather 
than those with the most attractive colors or 
cartoons, evoked the greatest interest. 


INDUSTRIAL KNOW-HOW HANDBOOK. Mill and 
Factory (205 East 42 Street, New York 17, 
N. Y.), May, 1954. 766 pages. $2.00. This 
special feature issue, designed to bring the 
manufacturing company up-to-date informa- 
tion to help in increasing productivity and 
lowering operating costs, is divided into six 
technical sections: Electrical, Mechanical 
Power Transmission, Buildings, Materials Han- 
dling, Power Plant and Service Equipment, 
and Metal Working. Each of these sections 
opens with a brief digest of the recent im- 
provements made in that area, with the re- 
mainder of the section devoted to information 
on equipment selection, installation, operation 
and maintenance. 
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BUSINESS IS MADE, NOT BORN! 


Topay american business has not only 
an opportunity, but a tremendous respon- 
sibility, to prove that it can operate to 
the advantage of the economy as a whole 
and in the “national interest.” 

People have seen a miracle of jobs for 
all performed in America under wartime 
conditions; now they are relying on us 
in business to produce the yet greater 
miracle of better standards of living 
through better selling. 

Fortunately, the market—people with 
money in their pockets—is there. And 
the business community in general is liv- 
ing up to its responsibility to invest in 
a free economy, to move ahead with 
confidence, to capitalize on its long- 
awaited opportunity. 

The great majority of managements 
realize that a seller's market requires 
greater advertising and sales effort. Ac- 
cordingly, they are capitalizing their past 
promotion by increasing advertising ex- 
penditures an average of 8 per cent and 
sales forces by an average of 15 per 
cent this year. 

General Motors’ $1 billion dollar ex- 
pansion program for this year is perhaps 
the most dramatic expression of confidence 
in the future. This brings total expan- 
sion of that company, since the war, to 
$3 billion, which GM management be- 
lieves will enable it to pass the $10-billion 
mark in sales. 

Many other expansion programs are 
going full steam ahead. U. S. Steel has 
allocated $775 million for expansion this 
year. General Electric will spend $160 
million this year and the same amount 
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in 1955; Standard Oil of Indiana plans 
to spend $500 million during the next 
two years; Standard of California $275 
million in 1954. The Bell System this 
year will spend $1.4 billion; electric 
utilities have earmarked $3 billion, com- 
pared with $2.8 billion last year. In- 
dustry plans to spend a total of $28 
billion for new plant and equipment, the 
same amount it laid out for the record 
year of 1953. 

For the past seven years, state and local 
governments have been increasing expen- 
ditures by between $1.5 and $2 billion, 
and this increase can be expected to con- 
tinue. There is a widespread need for new 
schools, hospitals, roads, by-passes, bridges, 
and waterworks. 

Inventory reductions have been going 
on for more than six months, and stocks 
must be replaced soon. Inventories have 
been cut by $14 billion a year, while final 
purchases have dropped less than _ half 
that amount. 

Another positive factor is an estimated 
$5 billion increase over last year in con- 
sumer expenditures for services such as 
education, travel, medical care, vacations, 
repairs, and so on, bringing total expen- 
ditures to a new record of $81.4 billion. 

There are also many long-range fac- 
tors which have a bearing on the subject 
and which should be taken into considera- 
tion in plotting sales policies and strategy: 

First, there is the continued increase in 
productivity. Productivity has increased 
30 per cent since 1947, and promises to 
give us by 1960 a standard of living one- 
third higher than today. 





Second, there is the increase in popu- 
lation. The excess of births over deaths 
in recent years has been approximately 
2% million annually. There are 65 per 
cent more children today under five years 
old than in 1940, with the result that 
children’s wear is now a billion-dollar in- 
dustry and the toy industry has grown 
from $85 million in 1935 to $450 million 
in 1953. At the other of the scale, by 
1960 one out of four of our population 
will be over 50. This, too, will open up 
new sales opportunities. 

Third, the large increase in urban and 
suburban population. In every year since 
1947, 30 million Americans have moved. 
More than half of our total population 
lives in 168 metropolitan trading areas, 
accounting for two-thirds of the total re- 
tail volume and nine-tenths of all whole- 
sale volume. In these metropolitan areas, 
population in the suburban portions has 
increased 46 per cent since 1940, and in 
the central cities only 18 per cent. Farm 
population has lost 7/2 million people 
since 1940, yet farmers represent a $35 
billion annual market today. Indicative 
of the growth in their economic status 


is the fact that 88 per cent of farmers 
have electric service today compared to 
11 per cent pre-war. 

Fourth, there is a need for at least a 
million new homes annually and for re- 
modeling of countless others. More than 
half of all homes are 30 years old or 
over, and an additional 17 per cent were 
built more than 20 years ago. 

Fifth, there is still a large potential 
market for automobiles and with it for 
gasoline, accessories, and service, as well 
as a need for additional highways. While 
there are 75 per cent more cars on the 
road than in 1940, still 22 million families, 
or two out of five, have no automobile. 

These are just a few of the factors 
which point up the tremendous potential 
markets which are here to be tapped. 
There is no limit to our future growth 
provided we will get out and sell. All 
the ingredients for strong and profitable 
business are at hand if we will mix them 
properly and then stir like hell. You'll 
no longer find the market in a bassinet 
cooing on your doorstep. In other words, 
we now must realize that business is 
made, not born. 


—From an address by LEONARD W. TRESTER (Vice President, General Outdoor Advertising 
Company, Inc.) before a National Sales Executives meeting. 


WHICH ARE SALES DEPARTMENT COSTS? 


Who pays For wHat is a question that 
goes unanswered in many companies and 


stymies many marketing plans. It gen- 
erally arises in the absence of a clear-cut 
policy for determining which charges be- 
long in the sales department account and 
which do not. 

To help clear the muddle on sales de- 
partment costs, a survey was conducted 
recently among 50 leading sales execu- 
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tives in a variety of consumer and indus- 
trial goods fields. The executives were 
asked to place each of the many expenses 
usually charged to the sales department 
in one of these brackets: those that defi- 
nitely belong; those that never belong; and 
those that are borderline. 

Among the charges which the majority 
of the respondents placed in the first cate- 
gory were almost all sales personnel costs 


The Management Review 





(sales executives’ and salesmen’s salaries, 
commissions, bonuses, and travel and en- 
tertainment expenses) ; share of rent, heat, 
and lighting; fleet auto rentals; stationery 
and office supplies in branch offices; rent 
of meeting place for sales conventions; 
convention props and special material; 
dealer displays; showrooms; demonstra- 
tors; samples; investigation of new 
markets; and shipping of sales-promotion 
material and samples. There was gen- 
eral agreement that a definite sales cost 
for the main office is also a definite sales 
cost for the branch office; this policy was 
especially evident in the areas of sales 
administration, sales personnel, and over- 
head and clerical expenses. Also recog- 
nized as sales department responsibilities 
were most sales promotion costs, especially 
items dealing with salaries and the prepa- 
ration of sales aids, and the costs of pub- 
lished or broadcast advertisements. 


Borderline charges, sometimes belonging 
in the sales department account and some- 
times in other accounts, depending on cir- 


cumstances, included such items as: stock 
participation or bonus stock for executives 
and salesmen; group or other benefit in- 
surance for executives, salesmen, and cler- 
icals; outside education for sales execu- 
tives; expense of tracer staff; sales account- 
ing; return goods; manufacturer’s sales 
tax; warehousing; shipping cost; extra cost 
of special orders (labeling, shipping, local 
warehousing, etc.); administrative enter- 
tainment; sales billing; shipping cost; 


house organ; differential in price for a 
special sale; and policy adjustments on 
price. 

Charges which the respondents felt do 
not belong in the sales department ac- 
count, though too frequently put there, 
include: retirement fund for salesmen and 
clericals; expenses of expediters in fac- 
tory; sales billing; bad credits; damage to 
goods in transit; insurance on goods in 
transit; political contributions; legal costs 
(such as FTC and Fair Trade); testing 
laboratory; freight, express, and cartage 
on regular merchandise; chauffeurs’ sal- 
aries; packing; spoiled stock; refrigeration; 
and pilferage. 

Some of the more interesting break- 
downs are these: 

Research. Money spent to obtain 
market data and to investigate new mark- 
ets is a charge that belongs in the sales 
department account; funds for advertising 
research is a borderline charge; new prod- 
uct research is a charge that does not 
belong in the sales department account. 

Delivery. Shipping costs of samples be- 
long in the sales department account; 
labor expense for handling products at 
sales branches is a borderline cost; truck 
expense does not belong in the sales de- 
partment account. 

Overhead. Share of rent, heat, and 
light belongs in the sales department ac- 
count; cost of return goods is borderline; 
damage to goods in transit does not belong 
in the sales department account. 


—Printers’ Ink, Vol. 246, No. 9, p. 37:2. 





MARSHALL FIELD'S FIRST CAR: At one of the intimate Sunday morning breakfasts 
that Marshall Field, founder of the family fortune, used to hold regularly, his 
friends were joshing him about the Pierce-Arrow he had just bought. “I'll tell 
you why I got a Pierce-Arrow,” he related. “I let it be known that I wanted to 
buy an automobile, and all the salesmen in town descended on me. I let them all 
tell their stories, then I asked: “What do you think is the second-best car?’ They 
all said Pierce-Arrow, so I decided that must be the best.” 

—Horizons (Sidener and Van Riper, Inc., Indianapolis, Ind.) 4/54 
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PREVENTING WASTE OF PROMOTION MATERIAL 


Down THE pRAIN goes a goodly portion 
of the sales promotion budget in many 
companies, because of poor use and out- 
right waste of promotion material by 
salesmen and dealers. Recognizing the 
need for some control of the costs of 
promotion material—particularly now 
that “cheap” tax dollars are a thing of the 
past—management is looking for new and 
better ways to prevent misuse or waste 
of expensive promotion materials. 

The two most obvious approaches are 
to improve the distribution procedure on 
the one hand, and to improve the promo 
tion material on the other—make it more 
effective, broaden its use, make it go 
further. 

One of the more important trends 
shaping up is that of getting salesmen 
back into the promotion picture. This 
is summed up neatly by Peter Frank, ad- 
vertising and sales promotion manager of 
the wholesale distributing house Sues, 
Young & Brown: “We insist that pri- 
mary distribution [of factory-produced 
material] be made directly by our sales- 
men in the field. Experience has shown 
us beyond any doubt that merely sending 
display and promotional material to a 
dealer is for the most part a useless ef- 
fort. Unless our salesman takes the ma- 
terial directly to the dealer, opens the 
package, sets up the material, and places 
it properly, the odds are that this ma- 
terial will not be used, or at best will not 
be used effectively.” 

Closely tied in with greater use of 
salesmen is the trend toward working 
more closely with the user of the material 
to see that he gets what he can use at 
the time he can use it. Many studies are 
being made by advertising, promotion 


and sales departments to ask dealers and 
distributors, “Can you use this? What 
will make it more effective? How far in 
advance do you need it?” 

Sometimes a little economic education 
can be helpful. Superior Sterling Com- 
pany, for instance, has found that show- 
ing salesmen what the promotional ma- 
terial costs is a good way to get them to 
take better care of it and use it more 
effectively. A few salesmen have ac- 
quired some cockeyed ideas about the 
fabulous net profits their companies are 
making—and treat catalogs and booklets 
like newspapers. 

The majority of companies are now 
using some form of “by request only” 
procedure whereby the salesman, distrib- 
utor or sales representative must fill out 
an order form and return it to get cer- 
tain promotional material. And a signifi- 
cant number of companies are going fur- 
ther than merely “making them ask for 
it.” Fixed charges are made for promo- 
tional material, sometimes nominal, often 
a 50-50 deal. Occasionally the charge 
covers actual cost but is based on the vol- 
ume price the factory gets—a price that 
could not be duplicated if the sales out- 
let were to purchase independently. Pre- 
miums most frequently come in this 
category. 

Out of the various experiences reported 
for this study of current company prac- 
tice, one basic principle underlined prac- 
tically every successful program: With- 
out complete and adequate and usually 
continuing instruction on the use of the 
promotional material, effectiveness falls 
off rapidly. 

At Westinghouse, this job is con- 
sidered so important that there is a staff 
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almost as large to help salesmen put the 
sales tools to work as there is for creating 
the tools themselves. “To protect the dol- 
lars we invest in promotional materials, 
we train our salesmen in using them,” 
declares a Westinghouse official. “Every 
booklet, every movie, every demonstration 
item is distributed to our salesmen with 
a complete plan for putting that sales 
tool to work.” 

Pak-Well Paper Products distributes 
sales promotion material to jobber sales- 
men at sales meetings. The company’s 


sales representatives explain what the sales 
kit contains, how it can be best used, and 
to whom it should be presented. Then 
they go right out in the field with the 
jobber men, showing them how the kit is 
used on the firing line. 


The use of ceilings can be effective in 
establishing a control, too. Farm Bureau 
Mutual uses a $320-a-year maximum for 
its agents. Somewhat similar is the practice 
of Citizen’s Mutual Automobile Insurance 
Company, where the sales department has 
determined the number of copies of var- 
ious types of promotion pieces that 
small, medium, and large agencies could 
reasonably use in the normal course of 
operation. The supply and printing de- 
partments are advised to fill orders ac- 
cording to these limitations and to refer 
any requests over these limitations to the 
advertising department. In the latter 
case, a check is made, and if the agent 
plans some special promotion, the over- 
limit quantity is furnished. 


—Dartnell Sales Service. 








“Well, I'll just wait for him then... 
right ahead and finish your cigar." 








meanwhile, you go 








—Reprinted by special permission of The Saturday Evening Post. 
Copyright 1954 by The Curtis Publishing Company. 
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The 1960 Sales Executive: A Composite Picture 


JUDGING from test results, a sales executive of the immediate future may be de- 
scribed, at least in part, as: above average in intelligence, with high-level verbal 
facility; broadly based in interest pattern, but especially interested in persuasive 
activities; possessing a high degree of objectivity in inter-personal relations; highly 
agreeable; very cooperative. 

This thumbnail sketch, of course, provides far from a complete portrait of the 
up-and-coming sales executive. Actually, it does not differentiate between success- 
ful and unsuccessful sales managerial personnel, though we might suppose that 
the latter group would probably have less than the former of all these and other 
desirable characteristics. These findings were drawn from test data obtained on 
114 sales executives who attended the first year’s sessions of the National Sales 
Executives—sponsored Graduate School of Sales Management and Marketing at 
Rutgers University. 

These 114 sales executives were, in the main, representative of the younger 
group of sales executives, sponsored by their companies for this graduate course 
because they appeared to be of top-bracket sales managerial caliber in the near 
future. Most of them were assistant sales managers, division sales managers, or 
branch sales managers. 

The average age of the 114 enrolled sales executives was 42. College men pre- 
dominated, with only 10 per cent having had no college training. Slightly more 
than half held college degrees, and the others had attended schools of higher 
learning from one to three years. The group was almost equally divided between 
sellers of consumer goods or services and sellers of industrial goods or services. 


—wW. J. E. Crissy, Gzorce J. Vinson, and Henry Masupa in Sales Management 3/1/54 


Consumer Buying Power Nearly Doubles in 25 Years 


THE AMERICAN CONSUMER'S purchasing power today is 92 per cent higher than it 
was 25 years ago, according to an official of the Department of Commerce. M. 
Joseph Meehan, director of the Ottice of Business Economics, recently told the 
University of Notre Dame’s second annual sales and advertising conference that 
we “produced and sold more than twice as many goods and services in 1953 as 
in 1929.” 

Production-wise, Mr. Meehan said, “the most striking difference” in the American 
economy over the 25-year period has been “the great increase in the amount of our 
resources which we have found it necessary to devote to national security.” 

Another significant change in our economy, he said, is “a very pronounced in- 
crease in the proportion of our national income which arises in manufacturing, in 
wholesale and retail trade and in contract construction,” along with a correspond- 
ing decline in agricultural employment and income. 

“The fast growth of the previously less industrialized areas of the country and 
the narrowing of geographic income differentials have been an important force in 
broadening the American market,” Mr. Meehan stated. Southern and Western 
states have increased their share of the national income from 29 per cent to 38 
per cent in the past quarter-century, while the Northeastern states declined from 
42 per cent to 33 per cent. Central states received the same percentage (29 per 
cent) of the national income at the beginning and end of the 25-year period. 

“Differences among the states in per capita income have significantly narrowed” 
during the same period, Mr. Meehan reported. “Even so, the range in 1952 was 
from $818 in Mississippi, or half the national average, to $2,260 in Delaware.” 


—Advertising Age 5/3/54 
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BUILDING UP YOUR FOREIGN SALES 


“Do rr yoursELF” is now the byword 
in building export trade. As a worldwide 
buyers’ market returns and government 
economic aid declines, industry must take 
the lead in holding and expanding its sales 
abroad. 

Though international trade is still hob- 
bled by several restraints, conditions exist 
today for greatly expanded foreign sales. 
Among industrial products with biggest 
potentials are machine tools and machin- 
ery, electrical equipment, construction ma- 
chinery, and agricultural implements and 
tractors. The challenge to American en- 
terprise is clear. 


However, you can’t drift into world 
trade or expect to build a market over- 
night. Export selling is said to be about 
three times as tough as domestic selling; 
your product must show real advantages 
and possibilities of success to justify your 
efforts. Though the job isn’t easy, it can 
be done. 


The first thing to do is to analyze the 
market's potential capacity to absorb your 
product. Consider population and its 
component elements. Determine purchas- 
ing power of the market; valuable guides 
are per capita imports and their charac- 
ter. Local tastes are an important factor, 
affecting design, color, trademarks, and 
packaging. Pronunciation and connota- 
tion of trade names can make a difference: 
Eastman Kodak renamed its Brownie 
Hawk-Eye camera the Brownie Fiesta for 
the Spanish market. Here are some spe- 
cific suggestions for building sales abroad: 

1. Develop a long-range trade develop- 
ment program. Sporadic promotion won't 
work. 

2. Look at the foreign market through 
your customer’s eyes. Give him what he 
wants, not what you think he wants. 
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3. Be prepared to offer adapted or 
stripped-down products; in many markets 
abroad you'll be operating in an economy 
of scarcity, not plenty. 

4. Watch shifting patterns of trade 
and needs; conform with work habits, 
customs, and traditions of the country 
you're selling. 

5. Adapt U. S. techniques in promot- 
ing sales abroad. 

6. Keep your marketing plans flexible 
and open for new trading ideas. 

7. Take advantage of trade leads. 
Check trade lists for opportunities for 
your product in specific areas. 


Learn the effect of official regulations, 
such as import quotas, exchange restric- 
tions, tariffs, and other controls. In es- 
tablishing an overseas organization, check 
these points: 

May the business legally be conducted 
by foreigners in the particular country? 
If so, will the foreign owner be allowed 
to retain effective control over the man- 
agement of the business? 


Are the property rights of investors 
adequately protected? Will the organiza- 
tion be permitted to hold real and other 
property of the type necessary to its op- 
eration? Will earnings be arbitrarily 
limited? May earnings and capital be 
repatriated? 

Will the organization be able to employ 
necessary personnel, including that not 
native to the country? Will it be allowed 
to import necessary machinery and raw 
materials? 


Do the laws of the country afford ample 
protection to industrial property rights, 
such as patents, trademarks, and copy- 
rights? 

Establish the existence and character of 
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competition from domestic producers, 
from other American producers, and from 
producers in other countries. Study qual- 
ity, terms, and prices of principal sup- 
pliers and the actual conditions under 
which they operate. Consider your ability 
to adopt a measure of flexibility in sale 
terms to cinch a transaction. 

Check means of distribution, facilities 
for shipment, and packaging required to 
figure costs. Investigate the best sales 
methods and advertising requirements (ex- 
perience in the American market is sel- 
dom an accurate criterion). Determine 
the best selling seasons. Finally, survey 
business and credit conditions to learn if 
marketing conditions are favorable at this 
time. A good outline for analyzing your 
product’s export possibilities, as well as 
a list of reliable sources for information 
and advice, is contained in the Commerce 
Department’s booklet, Guide for New 
Worid Traders. 

Your export system can take any of 
several forms. You can export directly 
under an export manager, a separate de- 
partment, or a subsidiary. You can also 
utilize an established export organization. 
The independent combination export man- 
agers are firms providing export manage- 


ment services for several noncompetitive 
companies, operating as if they were full- 
time employees. Export merchants are 
professional middlemen, buying merchan- 
dise for foreign importers. Manufacturers’ 
export agents act as sales representatives 
for U. S. manufacturers, often handling 
noncompetitive lines. 

Proper organization of your export 
business can result in significant tax 
breaks. Separate subsidiary companies for 
selling abroad are now popular, giving 
benefits of separate accounts and reduc- 
ing risks of double taxation. Licensing 
local companies to manufacture goods ac- 
cording to your methods and standards is 
also gaining. 

The need for hard, creative selling in 
export markets is pointed up by the fact 
that American exporters are getting a 
smaller share of the world market than 
they had in the past, and many traditional 
American products are in danger of re- 


placement by goods of foreign origin. Yet 
the unsatisfied demand for goods by peo- 


ple abroad is tremendous. It’s American 
industry’s job—and opportunity—to sat- 
isfy more of that demand by adapting 
techniques that have worked so well in 


the U. S. 


—SAMUEL W. Baker. Steel, May 3, 1954, p. 50:1. 


How Consumers Spend 


ESTIMATES of what the public will spend this year have placed the amount at $231.7 
billion for goods and services. Despite a drop in employment, it appears that buy- 
ing may equal or exceed last year’s, estimated at $229.8 billion. 


Six principal expenses of a typical family included under consumer spending 
are: food, clothing, housing, automobile, household operation, and home furniture, 
Food alone, by this estimate, will take $74.6 billion, or 31 cents out of the 
average dollar spent at retail; clothes, $20.4 billion, or nearly 9 cents of that 
dollar; housing, nearly 12 cents; a car and its upkeep and fuel, 8 cents; and furni- 
ture, 5 cents. Gas, electricity, and other home services will cost $11.9 billion. 

In addition to these six major items, comprising 70 per cent of all consumer 
spending, another group of four may run to $25.4 billion, or 10 per cent of the 


The Management Review 





cost of all consumer goods and services. These four are, in order of their dollar 
volume, medical expenses, transportation, tobacco, and recreation. 

The reduction of overtime and the withdrawal of some married women from jobs 
have reduced the incomes of countless families but have also added time for leisure. 
This may lead to the use of more savings for recreation, as well as for the needs of 
children, 26 million of whom have been added to the population since 1946. 
Changes in habits, such as the popularity of television and of do-it-yourself hobbies, 
have expanded the market for furniture, tools, paints, fabrics, and other household 
items. At the same time travel has continued to increase. 

It seems fair to conclude that current estimates of consumer spending may, with 
reason, be optimistic. Families in all income brackets have broader needs than 
those of 10 years ago. As prices decline, or level off, the value of earnings will 
rise. The value of consumer savings will also rise. The limits of consumer credit 
haven't been touched. The purchasing power of today’s consumers in some 47 
million households should certainly be gauged on a somewhat different basis than 
that of the 36 million households of a decade ago. 

—The Biddle Survey (Biddle Purchasing Company, New York) 2/23/54 


The Business Uses of Census Data—A Survey 


WHAT ARE the marketing uses of census data obtained by the Federal Government? 
How valuable are these censuses to marketers, and what changes would enhance 
their value? 

Considerable light has been thrown on these questions by the findings of a 
survey recently conducted among its members by the American Marketing Asso- 
ciation. In the final tabulation of results, 682 organizations were represented among 
the respondents. 

A brief summary of findings developed by the survey discloses that regardless of 
type or size of organization reporting, extensive use is made of census data by busi- 
ness for marketing purposes. Ninety-six per cent of all respondent companies use 
census data in their marketing operations. 

The returns gave an overwhelming vote of confidence in the value of census data 
for marketing purposes. Eighty-three per cent stated that the data were “very 
useful,” 13 per cent said they were “moderately useful,” and only 4 per cent 
said they were of little or no use. 

Census data are used for a wide variety of major marketing purposes, including 
analysis of market potentials; economic and sales forecasting; analysis of distribu- 
tion; analysis of sales performance; layout of sales territories; location of plants; 
location of warehouses and stores; and determination of samples for marketing 
research studies. 

The Censuses of Population, Manufactures and Business supply the data most 
generally applicable to marketing uses. But censuses less generally used (Hous- 
ing, Agriculture, Transportation, Mineral Industries, and Governments) are still 
vital to those whose markets are dealt with in these censuses. 

Generally, respondents indicated that sampling studies are not an acceptable 
substitute for complete censuses because: (1) they have definite limitations, and 
(2) they do not meet the needs and requirements of various census uses in market- 
ing. Nor would business collection of data be an acceptable substitute for complete 
censuses by the government, in the opinion of respondents. 

The recommended frequency for different census programs follows, very closely, 
the actual programs developed in recent years. There is no general demand for 
drastic changes in present censuses. In general, however, the respondents ex- 
pressed interest in greater census frequency and speedier census reporting. 
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CLOSED-CIRCUIT TV: MONEY-SAVER FOR SALES MEETINGS? 


Business GATHERINGS that bring a com- 
pany’s salesmen, dealers, and others great 
distances to a central meeting place may 
soon be more the exception than the rule. 

Such conferences, in increasing num- 
bers, are now being taken to the local 
level by means of closed-circuit television. 
As an indication of the trend in this di- 
rection, more such meetings were held in 
the first two months of 1954 than in all 
of 1953. 

Closed-circuit TV enables the top of- 
ficials of a corporation to address simul- 
taneously from the home office, or other 
convenient spot, field sales forces gathered 
in theaters or hotels in various parts of 
the country. 

The intercity transmission facilities for 
closed-circuit TV, which are provided by 
the Long Lines Department of the Amer- 
ican Telephone & Telegraph Company, 
are identical to those used for transmitting 
programs for home reception. However, 
the TV signal, instead of going to a 
broadcast studio, terminates in the theater 
or hotel where the meeting is held. A 
special type of projector flashes the pic- 
ture on a screen. 

According to officials of the companies 
which provide the facilities for confer- 
ences held via TV, it is cheaper to hold 
company meetings this way than to bring 
personnel to one point for such sessions. 
Not only does it save the traveling ex- 
penses of the participants but there is a 
saving in the time consumed going to and 
from the meeting. Furthermore, the con- 
ference can be held in a more businesslike 
atmosphere, without the horseplay that 
sometimes characterizes conventions. 

One of the most ambitious closed-cir- 
cuit TV presentations yet undertaken was 


staged by National Dairy Products Cor- 
poration for its 4,500 Sealtest salesmen in 
15 cities several months ago. A program 
prepared for the event observed that “the 
idea of using closed-circuit television for 
presenting Sealtest’s merchandising and 
promotion plans for 1954 seemed a na- 
tural from the start.” Company spokes- 
men said it would have been possible to 
have held the meeting in some centrally 
located city, but “aside from the terrific 
expense involved in such a plan, you'd 
have a tough job collecting all the busy 
people involved at one time in one place.” 

Ford Motor Company has used closed- 
circuit TV on two occasions, and com- 
pany officials are considering further use 
of the medium. Late in January, Ford 
dealers in 32 cities across the country par- 
ticipated in a sales meeting. The privacy 
which such a hookup assures made it 
possible to give the dealers a preview of 
a new 1954 sports model before it was 
unveiled to the general public. 

The Dodge division of Chrysler Cor- 
poration recently held a coast-to-coast 
sales meeting in which top company of- 
ficials addressed dealers in 29 cities. It is 
estimated that 15,000 dealers participated 
in this conference. 

Pan American World Airways held a 
one-hour show for travel agents in 20 
cities not long ago in anticipation of the 
coming tourist season. 

Large-screen closed-circuit color TV 
was used at the recent Congress of Amer- 
ican Industry of the National Association 
of Manufacturers at the Waldorf-Astoria. 
Color had previously been used for a dis- 
play of Lee and Disney hats and for a 
fashion show sponsored by the New York 
Dress Institute. 


—SHELLY Pierce. The Journal of Commerce, March 5, 1954, p. 1:2. 
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Fifth Freedom: The Right to Dream 


AS THE U. S. STANDARD OF LIVING goes up and up, the U. S. standard of dreaming 


goes up and up. Except for 


“the man who has everything,” 


that exotic creature 


who turns up every Christmas in a few advertisements (and then the ads point 
out that he does not have everything, after all), most Americans have two standards 
of living: the one they are maintaining at the moment, and the one they are going 
to have if only they get that new job classification, or make that big sale, or bring 


that boss to his senses. 


Today there are tens of millions of gainfully employed Americans, mostly under 
35, who have never known a personal economic setback of any kind. Two times, 
three times, maybe even more times during the past decade, they have had to 
discard an old standard of dreaming because it had become an actual standard of 
living. But they have had no trouble finding themselves a new dream. A politician 
who wanted to make those people really mad wouldn't tell them that things are 
going to get much worse—they wouldn't believe him—but would tell them that 


things are going to stop getting better. 


—Fortune 3/54 
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64 QUESTIONS FOR SALES MANAGERS. By 
Albert Yates. Printers’ Ink (205 East 42 
Street, New York 17, N. Y.), March 19, 
1954. 25 cents. The questions in this self- 
analysis quiz for sales managers have to do 
with the setting of sales goals and sales 


a. the degree of coordination that exists 
etween sales and other departments. of the 
company, products, knowledge of the market 


situation, selling costs, and most other major 
aspects of the sales manager's job. Probably 
very few sales managers could give perfect 
answers to all 64 questions, but they serve 
as a rather helpful check list of sales prob- 
lems that need almost constant attention. 


THE RICH MIDDLE-INCOME CLASS. Fortune (9 
Rockefeller Plaza, New York 20, N. Y.), 
May, 1954. $1.25. Nearly $100 billion a year 
is in the hands of 18 million family units 
whose spendable incomes are between $4,000 
and $7,500. This is a report on who they are, 
how they earn it, and ae there are so many 
of them. 


HOW TO SCREEN A NEW PRODUCT IDEA. By 
H. J. Barnum, Jr. Dun’s Review and Modern 
Industry (99 Church Street, New York 8, 
N. Y.), June, 1954. '75 cents. Good product 
ideas have sometimes been rejected hastily and 
poor ones adopted because an obvious merit 
or drawback overshadowed other considera- 
tions and the idea was not thought through 
to its most logical conclusion. The author has 
marshalled here the factors that should be 
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taken into account whenever a new product 
idea is under consideration. He also recom- 
mends that responsibility for new products be 
concentrated in one man’s job—and that this 
should be a full-time job in any large com- 
pany whose product lines lend themselves to 
expansion. 


SALES MANAGEMENT SURVEY OF BUYING 
POWER. Sales Management (386 Fourth Ave- 
nue, New York 16, N. Y.), May 10, 1954. 
812 pages. $4.00. This major research study 
of U. S. buying power brings up to date 
Census findings and presents a wealth of data 
that are not otherwise available. A valuable 
aid in choosing markets for more intensive 
cultivation, fixing quotas of salesmen, allocat- 
ing advertising funds according to market 
potential, and other important areas of sales 
planning. 


SHOPPING CENTERS: A WAY TO MORE SALES 
IF YOU KNOW HOW TO USE THEM. Tide (2160 
Patterson Street, Cincinnati 22, Ohio), April 
24, 1954. 50 cents. By 1957 and perhaps 
even sooner, the number of important subur- 
ban, one-stop shopping centers will be 
doubled and possibly tripled, this article pre- 
dicts. Discussing some of the prospects 
and problems ahead in selling through these 
channels, the article emphasizes that manu- 
facturers will have to create new lines, mid- 
dle-style and middle-priced, for suburbanites, 
or fail to realize anything near the enormous 
potential of this market. 
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COMPANY RETIREMENT PLANS: THEIR LEGAL AND TAX ASPECTS 


R. B. WILTSE 
Insurance Manager 
Automatic Electric Company, Chicago 


Tre MANAGEMENT of a corporate enter- 
prise is vested by statute in the board of 
directors, so that, in the absence of speci- 
fic evidence to the contrary, we can 
safely assume that the authority to adopt 
a retirement plan is within its implied 
powers. However, since such a plan is 
usually a long-range commitment, requir- 
ing the expenditure of large sums of 
money, the stockholders’ approval should 
be obtained either before or after adop- 
tion, depending upon the circumstances. 
This will lessen the force of any objec- 
tion that might be raised by a present 
or future minority group. 

If the company is subject to the rulings 
of the Securities and Exchange Commis- 
sion, its legal counsel should determine 
how the commission’s requirements will 
affect the retirement plan. Neither the 
law nor the regulations specifically de- 
fine the commission’s authority in this 
area. Where the plan is to be admin- 
istered by a trust which will be per- 
mitted to invest in the employer's securi- 
ties, the commission will have jurisdiction 
only if there is in effect an offer to 
sell securities. This is not likely to be 
the case under a non-contributory plan 
or under a plan in which participation is 
compulsory, for a sale presupposes the 
right to accept or reject the offer. How- 
ever, when a company has a voluntary 


contributory plan, the commission holds 
that an “offer to sell” can take place. 

Along the same lines are the “blue sky” 
laws of various states pertaining to the 
fraudulent sale of securities. Many states 
have ruled that trusteed retirement plans 
do not come within the scope of these 
laws, but still others have maintained 
either that they do or that the decision 
depends upon the facts of each case. 
In any event a firm should request its 
attorneys to check this point. 

Many states, also, have exempted re- 
tirement plan trusts from some of the 
usual legal requirements applicable to 
a trust, such as those pertaining to its 
duration and the accumulation of income. 
Therefore, if the retirement plan is to be 
administered by a trust, the employer 
should determine the extent to which 
these laws are applicable, and provide 
for them in the plan and trust agreement; 
otherwise, the Internal Revenue Service 
will not qualify the plan. 


QUALIFICATION REQUIREMENTS 


There are several reasons underlying 
the requirements that must be met be- 
fore a plan will be qualified by the 
Commissioner of Internal Revenue. 
First, it must be remembered that it was 
long a basic principle of the revenue 
laws that tax deductions for pensions 


An address before the special AMA conference on Employee Group Benefits at The Hotel 


Roosevelt, New York, March 18-19, 1954. 
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could not be taken until the payment 
was made to the employee. This practice 
made it extremely difficult for employers 
to establish plans that were actuarially 
sound. In order to provide tax relief 
on this score, to encourage the adoption 
of retirement plans, and to prevent tax 
avoidance, the present regulations were 
gradually evolved. Furthermore, they 
have been designed to insure that the 
plans would be established for the bene- 
fit of a maximum number of employees. 
In this way a greater number of persons 
would be assured of receiving a retire- 
ment income to supplement their Social 
Security benefits. 


General 


Requirements. To achieve 


this purpose, all the qualifying require- 
ments emphasize two basic principles: 
(1) The plan must be for the exclusive 
benefit of the employees and their bene- 
ficiaries; (2) there must be no discrimina- 
tion in favor of highly paid employees, 
officers, and stockholders. No plan will 


qualify if either of these stipulations is 
violated in the terms of the provision, 
or if it appears that violation could re- 
sult from actual operations of the plan. 
The anti-discrimination principle is really 
nothing other than an expression of good 
business, since retirement plans are pri- 
marily intended to improve or maintain 
good employee-employer _ relationships. 
Any preferential treatment of a select 
group, under a plan which purports to 
be for the benefit of all employees, would 
discredit the plan and the management 
of the company. 

Coverage Provisions. The first specific 
requirement concerns the coverage pro- 
visions of the plan. A plan can qualify 
if 70 per cent of all employees partici- 
pate; or if 80 per cent of the eligible em- 
ployees participate, provided that 70 per 
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cent of all employees are eligible. The 
term “employees” is defined as all per- 
sonnel except those who do not meet the 
service requirement of the plan and those 
whose employment is part-time or sea- 
sonal. Such individuals are excluded be- 
fore applying the percentage tests because 
it is not considered necessary to provide 
benefits for transient or temporary work- 
ers. Although service requirements 
usually range from six months to five 
years, under special circumstances a some- 
what longer period is acceptable, pro 
vided it is not unreasonable or discrimina- 
tory. If the plan meets neither of the 
two percentage requirements, it may 
still qualify under a special provision of 
the Revenue Code which is applicable 
to plans covering certain groups of em- 
ployees. 


The foregoing percentage requirements 
can frequently be relaxed as long as the 
coverage provisions do not discriminate 
in favor of highly paid employees, of- 
ficers, and stockholders. This is particu- 
larly true for a contributory-type plan 
where the required participation cannot 
be obtained because a particular group 
of employees lack interest. 

The regulations also state that a plan 
must qualify as to coverage on at least 
one day in each quarter of the taxable 
year. As a practical matter, however, 
this provision rarely concerns a company 
unless it appears that the coverage re- 
quirement is being met by only a small 
margin. Such a situation will be brought 
to light when the Internal Revenue 
Service reviews the data submitted 
annually with the tax return. 

Whenever a contributory retirement 
plan is drafted, the scale of employee 
contributions should be carefully con- 
sidered. If the scale is set too high, a 
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large number of employees may find par- 
ticipation in the plan too expensive. 
Under such circumstances the Commis- 
sioner will probably disqualify the plan 
as discriminatory. 

The Basis for Benefits. The Commis- 
sioner will also look for evidence of dis- 
crimination in the method of determin- 
ing benefits, especially when they are to 
be based upon employees’ compensation. 
It must be decided whether or not to 
include bonuses, commissions, and over- 
time in the benefit base. Bonus payments 
to hourly-paid employees usually supple- 
ment low basic wages and for that rea- 
son should be included, especially if 
other employees are paid on a different 
basis. The principal concern, however, will 
be with bonuses paid to officers and su- 
pervisory personnel. The employer must 
be prepared to prove that the bonus, 
when added to the basic salary, does 
not produce unreasonable or excessive 
compensation. The company’s position 
will be strengthened if it can «how that 
the bonuses are determined under a fixed 
formula and that the practice is not a 
recent innovation. Commissions cau be 
incorporated in the benefit base, pro- 
vided they are a bona fide part of the 
employee’s regular compensation. Al- 
though the Commissioner will also permit 
overtime to be included, it is usually 
advisable to exclude such earnings if only 
certain departments customarily work 
overtime. 

Where benefits are to be based upon 
the employee's rate of pay as of a given 
date or on his earnings for a short 
period prior to a given date, the plan 
should provide that no consideration be 
given to increases in salary occurring 
during a specified period before the base 
date or during the base period itself. 
Without such a provision there would be 





room for discrimination in favor of cer- 
tain employees. 

Integration with Social Security. Hav- 
ing determined the benefit basis and the 
benefits that will result, the employer 
must next consider the integration of 
benefits with Social Security. However, 
this requirement applies only to plans 
which use employee compensation as a 
basis for benefits and which exclude em- 
ployees earning less than a stated amount, 
referred to as the breaking point, and, 
since 1950, frequently set at $3,600. 
The integration rules provide that the 
plan benefits, when expressed as a per- 
centage of compensation in excess of the 
breaking point, must not exceed the in- 
tegration limit. The basic integration 
limit for plans to be correlated with the 
present Social Security benefits is 37.5 
per cent. But this is only the starting 
point, since adjustments must be made 
because of variations in the types of 
plans and benefits provided. Adjust- 
ments are necessary, moreover, if the 
plan is contributory and if the normal 
retirement age is earlier than 65. Once 
a plan has been integrated, it will remain 
qualified even though the Social Security 
law is subsequently amended to provide 
greater benefits. 

Retirement Age. The retirement age 
provisions of the plan must also meet 
the requirements of the Revenue Code. 
Although the normal retirement age is 65, 
an earlier age will be acceptable, pro- 
vided it can be substantiated as customary 
for the particular company or industry. 
If this is not the case, the Commissioner 
may look upon it as a device to accele- 
rate funding in order to gain a greater 
tax deduction. 

It is the usual practice to provide for 
optional retirement dates, both prior and 
subsequent to the normal retirement date. 
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For earlier retirement the plan must 
stipulate a reduction of benefits on an 
actuarial basis; otherwise, early-retiring 
employees will receive greater benefits 
than those retiring at the normal date. 
When an employee continues working 
after the regular retirement age, the plan 
can provide: (1) that the benefit will 
be paid to the employee as though he 
were not working; (2) that the regular 
benefit will begin when the employee 
actually retires; or (3) that the benefit 
at an actuarially increased amount may 
begin at actual retirement date. The 
third method has two advantages for 
the employee: First, he will receive the 
actuarial equivalent of what he would 
have received had he retired earlier; 
second, he will realize a tax savings, 
for he will no longer be receiving a salary 
when the benefit is paid, and his total 
income will be in a lower tax bracket. 
Vesting and Forfeiture. Since all plans 
must be for the exclusive benefit of the 
employees and their beneficiaries, the 
Commissioner will disqualify a plan if its 
vesting and forfeiture provisions are 
discriminatory or if the forfeited contri- 
butions will revert to the employer upon 
termination of the plan. Vesting refers 
to the employee’s right to receive the 
benefits purchased without the employer's 
consent. A_ forfeiture exists when, 
through termination of employment or 
other cause, the employee loses all claim 
to the benefit purchased with the em- 
ployer’s contribution. A plan can meet 
these requirements by specifying: (1) 
that vesting will take place after a reason- 
able waiting period and/or upon the 
employee’s attaining a given age, and 
(2) that all contributions applicable to 
the forfeited benefits will be applied to 
reduce the employer's subsequent contri- 
butions. The waiting period is intended 
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to hold down the cost of the plan by 
limiting the vesting rights to employees 
who have completed a reasonable period 
of service and to encourage employees to 
remain in the service of the employer. 
Permanency. A plan will also fail to 
qualify if there is any evidence that it is 
not intended to be permanent. This does 
not mean that a plan cannot be termina- 
ted. On the contrary, there should be 
a provision establishing the employer's 
right to discontinue the plan. The 
permanency of the plan will be tested 
either at its inception or at its termina- 
tion. In the latter event, the plan could 
be disqualified retroactively, and the tax 
deductions disallowed for the years not 
covered by the statute of limitations. 
Moreover, if it appears that early 
termination will result in discrimination 
in favor of highly paid employees and 
officers, the plan will not be approved. 
Disqualification on this score can be pre- 
vented by inserting a provision limiting, 
during the first 10 years of the plan, 
the amount of employer contributions 
that can be applied to the purchase of 
benefits for the 25 highest-paid employees 
whose estimated retirement income will 
exceed $1,500 per year. The plan 
should also state that, in the event of 
termination, all unallocated forfeitures 
will be used to purchase additional bene- 
fits for the participating employees. 
Trust Requirements. When a plan is 
to be administered through a trust, cer- 
tain other requirements must be met in 
order to qualify the plan and assure that 
the trust income will be tax exempt. As 
mentioned previously, the trust must com- 
ply with the applicable state law. Fur- 
thermore, the trust instrument must pro- 
vide specifically that the trust principal 
and income will be used exclusively for 
the benefit of the employees. An em- 
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ployer cannot recover any part of his 
contributions unless there has been an 
error in the actuarial computations. Even 
in this case the excess can revert to the 
employer only upon termination of the 
plan. 

The importance of qualifying a plan 
before a contribution is made cannot be 
overemphasized, for if the plan is found 
to be defective the tax deduction for the 
contribution may be disallowed. 


EMPLOYER TAX DEDUCTIONS 


Once the plan has been qualified, the 
employer will next be concerned with 
determining the tax deduction that can 
be taken for his contribution. Before con- 
sidering the specific questions of when 
and how much, we should recall that an 
employer's contributions to a retirement 
plan, since they are in the nature of com- 
pensation for services, must first be certi- 
fied as necessary and reasonable expenses 
of doing business. The Internal Revenue 
Service will examine the amount of com- 
pensation—that is, the sum of retirement 
contributions and regular salary—to in- 
sure that it is not excessive. 

Also, if the plan is to be administered 
through a trust, the trust must be valid 
and in existence by the end of the taxable 
year in which the first deduction is to be 
made. In order to fulfill these qualifica- 
tions, there must be a principal; therefore, 
at least a token payment should be made 
before the end of the year. 

It is ordinarily true that an employer's 
contributions toward an approved plan 
are deductible in the year in which they 
are paid. However, if the employer main- 
tains his records on an accrual basis, it will 
be assumed that the payment was made 
on the last day of the taxable year, pro- 
vided that it is actually made within 60 
days thereafter. The regulations for a 
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trusteed plan provide that the 60-day ac- 
crual cannot be applied if the trust was 
r : valid at the end of the taxable year. 
Ja this score the tax court has twice ruled 
that an accrual deduction can be taken, 
provided the trust was valid, except for 
principal, at the end of the taxable year. 
However, since the commissioner has not 
acquiesced in either of these cases, there 
is no assurance that he will go along with 
the court’s ruling in the future. 

The regulations also permit the em- 
ployer’s contributions which are in excess 
of the allowable maximum deduction for 
a given year to be carried forward to the 
succeeding year or years, when they can 
be deducted to the extent that the 
amounts paid in the latter years are not 
in excess of the maximum deduction. 

Except for the 60-day accrual and 
carry-over provisions, these rules are 
equally applicable to unqualified plans 
under which the employees’ rights are 
non-forfeitable at the time the contribu- 
tion is made. In the case of unqualified 
plans under which the employees’ rights 
are forfeitable, however, a deduction can 
be taken only when the benefits are ac- 
tually paid to the employees. 

Since retirement plans are usually 
tailor-made for a particular company, any 
discussion of the allowable tax deductions 
must be generalized. Certainly all the 
exceptions and variations permissible un- 
der the regulations cannot be covered. 

Pension Plans. In determining the de- 
ductions for pension plans, whether self- 
administered or trusteed, an employer 
must obtain the Commissioner’s approval 
of the treatment given the following 
factors: mortality, income on trust in- 
vestments, trust expenses, employee turn- 
over, retirement age, and anticipated 
changes in compensation levels. These 
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factors may be handled differently 
in various plans, but the results must be 
reasonable. The computations made with 
these factors are important since they will 
be used to determine the estimated cost 
of the plan benefits, which is usually ex- 
pressed as a percentage of the payroll and 
applied to the wages of participating em- 
ployees to determine the employer's con- 
tribution for each year. These actuarial 
data need not be submitted until the 
second year of the plan, if the contribu- 
tion percentage does not exceed 5 per 
cent. However, in all cases the Commis- 
sioner will review the computations every 
five years in order to determine whether 
the percentage is excessive. 

The Revenue Code prescribes various 
methods for determining the tax deduc- 
tion. Under one method the deduction is 
computed in two steps. The first step is 
to calculate 5 per cent of the annual pay- 
roll of the covered employees. If the em- 
ployer’s contribution exceeds this amount, 
the excess to the extent necessary to pay 
the unfunded cost can be deducted. Em- 
ployers need not have any concern on 
this point, since the Internal Revenue 
Service is well aware that a 5 per cent 
contribution will not purchase an exces- 
sive pension. Under the other method, 
which is referred to as the “normal cost 
method,” a distinction is made between 
the employer's contribution for current 
service and past service costs. The contri- 
bution for current service cost is deduc- 
tible in full as paid. However, the deduc- 
tion for past service cost is limited to 
10 per cent of the amount that would 
have been required to purchase the past 
service credits as of the date they were 
determined. For example, if—at the time 
the past service credits were established— 
the full purchase price was $100,000, then 
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the maximum annual deduction would be 
10 per cent of $100,000, or $10,000. 

Retirement Annuity Plans. For a retire- 
ment annuity plan the deductions are 
determined by the normal cost method, 
and the Commissioner will assume that 
the rates charged by the insurance com- 
pany are actuarially sound. The regula- 
tions governing this type of plan further 
provide that the employer's contribution 
must be reduced by the withdrawal 
credits resulting from terminations and 
withdrawals and that these credits must 
be used prior to the end of the succeeding 
year. If at the year end there should be 
unapplied withdrawal credits that have 
arisen prior to the beginning of the cur- 
rent year, the remainder must be applied 
to the purchase of additional benefits for 
the participating employees. 

Unqualified Plans. As has been indi- 
cated, the advantages of a qualified plan 
from a tax standpoint are substantial, for 
it is possible to obtain a deduction for the 
full cost. This is not true, however, for 
some unqualified plans. These plans fall 
into one of two categories, depending 
upon whether or not the employees’ rights 
derived from the employer's contributions 
are forfeitable. They are nonforfeitable 
if according to the plan there is no con- 
tingency that may cause the employee to 
lose them; otherwise, they are forfeitable. 
Where employees’ rights are nonforfeit- 
able at the time the contribution is made, 
the employer may deduct the total con- 
tribution to the extent that it represents 
reasonable compensation. In applying this 
test, the Commissioner will consider the 
amounts of other compensation. 

The 60-day accrual provision, previous- 
ly referred to, does not apply to unquali- 
fied plans; therefore, a deduction can be 
taken only in the year in which the con- 
tribution is made. Where the employee's 
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rights are forfeitable at the time the con- 
tribution is made, the employer will not 
be allowed a deduction. Even if the plan 
is subsequently qualified, it is unlikely 
that the Commissioner will allow the tax 
returns for those years to be reopened for 
the purpose of taking deductions for the 
contributions made in those years. 


TAXATION OF EMPLOYEE BENEFITS 


Still to be considered are the tax regu- 
lations governing retirement income bene- 
fits to employees and their beneficiaries. 
The situation varies somewhat depending 
upon the type of plan. 

Qualified Plans. Under a qualified plan 
the retirement income is taxed in the 
years received or made available. If the 
distribution is from a non-contributory 
plan, the entire amount is taxable income. 
However, if the employee has contributed 
to the cost of the benefit, the amount tax- 
able is equal to 3 per cent of the em- 
ployee’s total cost. This continues until 
the sum of the amounts not taxed equals 
the employee's cost. Thereafter, the full 
amount is taxable income. The reason- 
ing behind this arrangement is that 3 
per cent of the cost represents interest 
income on the employee’s investment; 
therefore, that is the extent of his tax- 
able income until his cost is recovered. 

If the retirement income is to be con- 
tinued to the employee’s beneficiary after 
his death and if the value of the bene- 
ficiary’s interest is included in the em- 
ployee’s estate, this value becomes the cost 
basis for the beneficiary. The regulations 
provide that the value of the beneficiary’s 
interest in the annuity will be included 
in the deceased employee's estate if the 
election of the contingent-annuitant op- 
tion was made after October 7, 1949. The 
beneficiary will then apply the 3 per cent 
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factor to the new cost basis in deter- 
mining the taxable income. This treatment 
applies even where the employee was 
covered by a non-contributory plan. It 
also applies where the plan was contrib- 
utory and the deceased employee had re- 
covered his full cost. The income tax 
advantages to the beneficiary of this ar- 
rangement probably will offset the dis- 
advantage, if any, of including the value 
of the annuity in the estate for estate tax 
purposes. It is interesting to note that a 
different method is used when the em- 
ployee has died prior to 1951. Under 
these circumstances, the income to the 
beneficiary is taxed in the same manner 
as it would have been had the employee 
continued to live. 

Unqualified Plans. The employee's po- 
sition under an unqualified plan in which 
his rights are non-forfeitable is somewhat 
less favorable. If his rights are non-for- 
feitable when the employer makes his 
contribution to the plan, the employee 
has a taxable income, for the year in 
which the contribution is made, equal to 
that portion of the employer’s contribu- 
tion which is applicable to him. This 
income will be considered the employee's 
cost in computing his taxable income 
when the benefit is actually distributed. 
If the employee’s rights are forfeitable, he 
does not have a taxable income until the 
benefits are distributed or made available. 
In the event that the employee had con- 
tributed to the cost of the benefit, his 
taxable income would be determined by 
applying the 3 per cent rule. 

The highlights of the major legal and 
tax problems involving the qualifying of 
retirement plans, the deductibility of em- 
ployer’s contributions, and the taxation 
of the benefits to employees have been 
discussed. However, because of the com- 
plexity of the subject and the constant 
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flow of new regulations and decisions, it 
may be difficult for insurance managers or 
personnel directors to keep abreast of all 
the pertinent considerations. For this 
reason, they should acquire a general un- 
derstanding of the problems and make 


liberal use of their legal and tax counsels. 
The insurance manager’s knowledge of 
the practical aspects and purposes of re- 
tirement plans will be of as much help to 
his legal and tax experts as their technical 
knowledge will be to him. 


Profit Trends in Manufacturing 


PROFITS AFTER TAXES of manufacturing corporations were 6 per cent higher in 
1953 than in 1952, reflecting a like growth in sales, it has been reported by the 
Securities and Exchange Commission and the Federal Trade Commission. Manu- 
facturing profits before taxes were an estimated $24.4 billion; after taxes, $11.3 
billion. Manufacturers’ sales reached a record high of $265.9 billion. 

The principal financial statistics for all United States manufacturing corporations 
are summarized in the following table. (Dollar amounts are in billions.) 








1952 1953 
eC ee SEIT UT ON TREN APNE Petre ee eR rs $250.2 $265.9 
SGI SAA | SEINE och cases ee act erecalece 227.7 241.9 

DUG GOCCAREIN COTE nniscnnincs anc cecccccsoesectccane 22.5 24.0 


An ia ics sechceeneinn 0.5 0.4 








Net profit before federal taxes ................ 22.9 24.4 
Provision for federal income taxes .................--. 12.2 13.1 

PRE MC EE GREE onscreen 10.7 11.3 
SIA MUNI kg cso dies scadscansatsdncccsecanteicessctienas 33 5.6 
Ie I ais ccessentccatnincisuneeccieccecinctence ee 77 
Profits after taxes per dollar of sales ................ 4.3 cents 4.3 cents 
Rate of profit after taxes on stockholders’ equity 

I RE OE ORE Sosigncsncs ccincssacsoccasoemenssaagsteanaeece 10.2% 10.4% 


Of the 23 different industry groups, 18 showed increases from 1952 to 1953 in 
profits after taxes. Iron and steel profits rose the most, 33 per cent. The non-auto 
transportation equipment, tobacco, and miscellaneous groups rose between 15 and 
20 per cent, while other groups increased less than 10 per cent. 

The rate of return on stockholders’ equity after taxes for all manufacturing cor- 
porations in 1953 is estimated at 10.4 per cent compared with 10.2 per cent the 
preceding year. As in the preceding five years, the rate of return was highest for 
the largest companies and decreased with size. 





“PRIVATE DEBT DOUBLED IN SIX YEARS.” You've seen the headlines; chances are 
you shook your head at such evidence of a nation full of spendthrifts, rushing 
towards disaster. Actually, the U. S. Chamber of Commerce points out, private 
debt is far from pushing the nation into financial collapse. For instance, in the 
year 1929 private debt admittedly reached a dangerous high, $161 billion. But 
the national income that year was only $87 billion. In contrast, private debt in 
1952 was $302 billion, but national income was $291 billion. Thus, the proportion 


of debt to income actually dropped—from 184 per cent in 1929 to 104 per cent 
in 1952. 
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CORPORATE FORECASTING PRACTICES: A SURVEY 


Waar ts THE extent of formal economic 
forecasting? How far ahead do companies 
attempt to project conditions, and how 
often are their forecasts prepared? These 
and other questions were explored in a 
recent survey of 30 representative cor- 
porations. 

The survey revealed an increasing tend- 
ency for corporations to rely upon formal 
economic forecasts in making their plans. 
Of the 30 firms, only five do not prepare 
formal forecasts as a regular procedure, 
though four out of these five do so 
occasionally, it was found. A number of 
the respondents indicated that they have 
only recently begun to prepare formal 
estimates. More significantly, 14 of the 
19 non-financial corporations have estab- 
lished their economic research departments 
within approximately the past decade. 

The number of forecasts prepared regu- 
larly is one dimension of the extent of 
forecasting within a corporation. Ap- 
proximately one-third of the companies 
prepare a single estimate of economic 
conditions; another third, two; the re- 
mainder make three predictions as a regu- 
lar procedure, except for one corpora- 
tion, which prepares four. 

However, the number of forecasts is 
not a static affair but appears to vary 
with the degree of uncertainty currently 
being experienced by management. For 
example, one firm, which as a regular 
practice prepares only a six-month pre- 
diction, has recently prepared a one-year 
forecast for 1954. 

Another dimension of the extent of 
forecasting is whether the forecast is 
quantitative or qualitative. A quantitative 
forecast, in terms either of gross national 
product accounts or of some other index 
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of economic activity, is the most common, 
though a few firms prepare both types. 


Data regarding the length of the fore- 
casts suggest the relative dominance of 
the one-year and the three-month forecast 
as corporate planning tools. Among the 
longer-term estimates, the five-year fore- 
cast is the most prevalent. 


However, neither the length of the 
forecast nor the frequency with which it 
is made is firmly established in practice. In 
a few instances, the length is not extended 
in a regular pattern. To illustrate, the 
usual practice is “to add a quarter and 
drop a quarter” when a one-year forecast 
is prepared quarterly. However, it may be 
that only once each year is the estimate 
actually one year in length; for each of 
the three remaining quarters it becomes 
progressively shorter. 

In short-term planning, covering one 
year or shorter periods, the exact timing 
of the forecast is significant, since it 
should coincide closely with the corpora- 
tion’s planning period in order to be most 
effective. Conventionally, economic fore- 
casts accord with the calendar year, 
though in many firms the fiscal year is 
not the calendar year. In fact, the “na- 
tural year” has been strongly advocated, 
particularly by accountants, and though 
only two of the firms represented are not 
on the calendar year, all agreed as to the 
desirability of having the forecast and 
the fiscal year coincide. Moreover, one 
of the firms not on a calendar year re- 
cently changed its forecast year to agree 
with its fiscal year in order to make the 
forecast more useful. However, the sig- 
nificance of this point is greater for com- 
panies in which production and inventory 
are major planning problems. 
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The amount of effort devoted to 
economic forecasting appears to be con- 
stant after companies reach a certain size. 
Also, given the current status of eco- 
nomic knowledge and the available data, 
a few well-trained persons can probably 
prepare as accurate a prediction as is 
humanly possible. 

One of the most important features of 
economic forecasts, but a subtly compli- 
cated one, is their significance in cor- 
porate decision-making. In order to throw 
some light on the relative significance of 
forecast data, the heads of the economic 
research department were asked who in 
the organization received their estimates ot 
general business conditions. Without ex- 
ception the forecasts were sent to the 
president, the board of directors, and 
vice-presidents. In four instances the con- 
troller was included. As a rule, four to 
six executives received the data in each 
firm. 


A second dimension of the use of fore- 
casts is the particular type of corporate 
decision for which the data are signifi- 
cant. Of the 15 non-financial corporations, 
seven indicated the economic forecast was 
of major significance in preparing the 
sales forecast. In other cases, it was felt 
that there was no close relationship be- 
tween corporate sales and general cyclical 
changes. In two other instances, the major 
purpose of the short-run forecast of gen- 
eral business is as an aid in forecasting 
the price of the product, which in turn 
serves as a basis for product-inventory 
decisions. 

All firms making long-run forecasts 
(two years or longer) cited capital outlay 
decisions as the principal area served. 
However, not all the firms engaged in 
major capital outlays make long-run fore- 
casts. Finally, as might be expected, 
financial institutions do not usually pre- 
pare long-run estimates. 


—Joun A. Howarp. The Journal of Business (School of Business of the 
University of Chicago), Vol. 27, No. 1, p. 101:5. 


What's Ahead in Capital Equipment Demand? 


COMPUTED REPLACEMENT requirements for capital equipment will rise from an 
estimated $10.4 billion in 1954 to $15 billion in 1960, and in 1975 will be at 
the $26.7 billion level, the Machinery and Allied Products Institute predicts on 
the basis of a study reported in the May issue of its Capital Goods Review. 


Changes in the age composition of the nation’s stock of capital goods indicate 
that 80 per cent of equipment retirements occur in the over-10-year age bracket, 
the Institute finds. The stock of capital equipment has an historic growth rate of 
about 3 per cent per annum compounded. If this rate continues, the stock of 
capital equipment over 10 years of age will rise from the current $60 billion to 
$100 billion in 1960 and almost $200 billion in 1975, more than three times the 
present amount. The obvious consequence: a continuously rising equipment re- 
placement demand. 

Future replacement demand for plant presents a somewhat different picture than 
that for equipment, according to MAPI. Plant has a considerably longer service 
life than equipment, and future replacement is affected by the comparatively low 
level of plant construction which has obtained in the postwar period despite 
the high level of equipment installations. As a result, replacement opportunities 
are likely to become relatively less abundant for plant, and relatively more abundant 
for equipment, than they have been in the past few years. 
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MAKE “CAPITALISTS” OUT OF WORKERS ? — 


SOME PROS AND CONS 


Sxoutp management encourage em- 
ployees to purchase company stock? 

This question, addressed to any group 
of executives, is a sure-fire way to start 
a full-scale debate. The problem of em- 
ployee stock ownership has been coming 
up with increasing frequency of late, and 
practically no one has taken a neutral posi- 
tion on it. For one thing, there has been 
a rise—not a substantial one, to be sure— 
in the number of companies offering for- 
mal plans for worker participation in stock 
buying. Secondly, there has been a con- 
siderable amount of recent research on 
successful and unsuccessful plans. 

Opinions on employee stock plans 


divide into two groups, both very articu- 
late and persuasive. The segment of man- 
agement in favor of broadening the base 
of stock ownership among employees 


maintains that such plans (1) promote the 
habit of saving among employees and en- 
courage thrift; (2) reward workers for 
faithful service and make it possible for 
them to share in the company’s prosperity; 
(3) secure employee good will and stimu- 
late workers to greater efficiency and 
loyalty to the company; (4) help raise 
new capital; and (5) encourage among 
employees an understanding of the man- 
agement point of view and a feeling that 
their best interests lie in remaining with 
the company and working for its success. 

These are noble objectives. But con- 
sider what the detractors have to say. The 
Opinion Research Corporation polled lots 
of management men on the subject of em- 
ployee purchase of stocks, and the argu- 
ments of those who turned thumbs down 
were summed up this way: 

1. The average employee has little spare 
money and shouldn't take big risks. 
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2. Savings for emergencies, insurance, 
and home ownership all deserve priority. 

3. A worker should not put his savings 
and his job in one basket. 


4. If the employee buys and the stock 
drops in price, he may blame the company. 

5. The new capital that can be raised 
by this means is usually very small. 


6. Stockholders may object unless given 
a chance to buy stock at a corresponding 
discount. 


The last objection does not seem to 
loom as a major stumbling block. Emery 
Cleaves, vice-president of the Celanese 
Corporation of America, which has just 
completed a detailed study of stock pur- 
chase plans, points out: “Stockholder at- 
titudes are reflected in letters to manage- 
ment and occasionally by an injunction to 
prevent a company from placing in effect 
a stock purchase or stock option plan. I 
must confess, however, that I cannot re- 
call any lawsuit to prevent implementa- 
tion of an employee stock ownership plan 
which embraced all employees. On the 
other hand, some letters currently received 
from stockholders complain of the com- 
pany pension plan and insurance plan for 
employees and ask why such benefits can- 
not be made available to the stockholders 
as well. This reflects a feeling on the part 
of many stockholders that labor is receiv- 
ing special privileges which are unfair to 
the small shareowners who own such a 
large portion of every large corporation.” 

To the employer, the big factor is 
whether or not stock purchase plans for 
employees do make any marked difference 
in worker loyalty, morale, productivity, 
and the rest of the intangibles that go to 
make up “labor relations.” 
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Here, unfortunately, the “cons” seem 
to have it. No one can say with any de- 
gree of certainty that firms which have 
stock purchase plans have better labor 


relations than those which do not. Their 
strike records are little different from 
those of companies which do not offer 
to make “capitalists” of their workers. 


—LawreNce Stessin. Forbes, Vol. 73, No. 4, p. 21:1. 


Also Recommended « « « 


PENSIONS COULD BE BETTER. By R. Minturn 
Sedgwick. The Atlantic Monthly (8 Arling- 
ton Street, Boston 16, Mass.), June, 1954. 
50 cents. Low interest rates and the rise in 
the cost of living have rendered some pen- 
sion plans seriously inadequate. Eevedling 
how present pension plans could be modified to 
take advantage of certain long-term benefits 
of investment in common stocks, the author 
shows how the amounts now invested in pen- 
sions could be made to produce higher retire- 
ment income; furthermore, important death 
benefits could be provided at no extra cost. 


MANAGERIAL ACCOUNTING — TWENTY YEARS 
FROM NOW. By Howard C. Greer. The Ac- 
counting Review (address c/o R. Carson Cox, 
College of Commerce, Ohio State University, 
Columbus 10, Ohio), April, 1954. $1.50. 
Continuing progress in the accounting field 
over the next two decades should see develop- 
ment in four major areas of accounting, which 
the author discusses here: (1) greater emphasis 
on “pre-accounting” studies—e.g., the prepara- 
tion of budgets, establishment of standards, 
etc.; (2) more intensive analysis and com- 
parison of costs and expenses; (3) closer study 
of the relationship between costs and prices; 
and (4) improved arrangement of financial 
statements, to clarify important internal and 
inter-statement relationships. 


FINANCING CORPORATE BUSINESS. By Lough- 
lin F. McHugh. Survey of Current Business 
(Superintendent of Documents, United States 
Government Printing Office, Washington 25, 
D. C.), April, 1954. 30 cents. The unprece- 
dented capital expansion program undertaken 
in the postwar period was carried through with 
relative smoothness, this article shows. Higher 
outlays for fixed assets, the expansion of post- 
war assets, a favorable liquidity position, and 
greater use of borrowed funds are among some 
of the trends noted. Several charts and tables 
illustrate the data presented. 
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BUDGET INSTALLATION PROCEDURE. By Ely 
Francis. The Controller (1 East 42 Street, 
New York 17, N. Y.), June, 1954. 50 cents. 
Budgets are frequently developed by the ac- 
counting section of a company and submitted 
directly to top management without the prior 
knowledge or approval of the operating execu- 
tives in the various departments concerned— 
with the result, in many cases, that executive 
morale and cooperation are seriously under- 
mined. This helpful article sets forth a 
standard procedure for building a sound 
budget, putting budget information into writ- 
ing, and communicating it effectively to all in 
management who are concerned. 


STOCK OPTION PLANS FOR EXECUTIVES. Cali- 
fornia Law Review (School of Law, University 
of California, Berkeley, California), Fall, 
1953. $1.50. This detailed review of recent 
court decisions affecting the tax status and 
legality of stock option plans for executives 
indicates that complainants—most frequently 
minority stockholders—will usually find it 
extremely difficult to invalidate a stock option 
plan. Where a complaint is made, however, 
the company can expect an intensive scrutiny 
of all facets of the plan by the court. 


PERFORMANCE -++ COMMUNICATION = PRICE. 
By T. C. Thomsen. Public Relations Journal 
(2 West 46 Street, New York 36, N. Y.), 
May, 1954. 75 cents. Obviously, the most im- 
portant factor determining a company’s price 
performance on the stock market is its own 
profit showing—provided it is communicated 
adequately, effectively, and sensibly to the in- 
vesting public. Looking beyond the types of 
information which companies commonly com- 
municate to investors, and the facts they are 
compelled by law to disclose, the author is 
concerned here with various types of addi- 
tional information which may be of interest 
to investors, and the effects that the with- 
holding or releasing of this information can 
have on market prices. 
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CONTROLLING THE COST OF GROUP DISABILITY BENEFIT PLANS 


Many companies have found the costs 
of their group disability plans are getting 
out of line because benefits and privileges 
have been abused. The total cost of such 
abuses is not reflected solely in excess ben- 
efit payments. There is an enormous “hid- 
den cost” in the form of productive work- 
ing time lost through increased and un- 
warranted absenteeism. 

A number of companies have taken 
active steps to control this situation. When 
successful, such a program not only will 
cut costs under group disability plans, but 
will also reduce absenteeism and improve 
employee relations by removing possible 
sources of misunderstanding. The type 
of control program which a company 
adopts must of course be suited to its 
particular situation. 

In analyzing some of the more success’ 
ful methods of cost control, there appear 
to be four basic approaches to the prob- 
lem, which are now being used either sep- 
arately or as integral parts of one pro- 
gram: 

1. Educating the Employee. The com- 
pany should show clearly how abuse of 
the plan’s provisions works to the disad- 
vantage of all parties involved. For the 
supervisory staff, lack of proper control 
results in excessive absenteeism—which in 
turn means lower productive efficiency. 
For employees as a group, unnecessary 
increases in costs may make it impossible 
to increase benefits, or may even mean 
cutting back present benefits. For the 
individual employee, such cost increases 
may mean a loss in regular earnings and 
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overtime. Moreover, his chances for up- 
grading may be jeopardized. 

A company may use a variety of ways 
to explain fully the basic benefits and 
limits of its plan: prepare an attractive, 
easily read booklet outlining important 
features of the plan; hold group meetings 
with supervisors and also with union rep- 
resentatives; follow this by larger group 
meetings with employees, with a question 
and answer period; and present high- 
lights of the plan in the company em- 
ployee publication. 

Education should be continuous. For 
this a competent staff will be needed to 
answer questions and help employees solve 
individual problems as they arise. Man- 
agement should explain the limitations 
of the plan as well as its advantages, give 
prompt explanation when a claim does 
not fall within the plan’s scope, and re- 
mind employees of the direct benefits of 
the plan from time to time. One com- 
pany gives employees duplicate checks 
used in payment of claims as evidence of 
the plan’s direct value. 

2. An Integrated Health Program. 
Sub-standard health has a direct bearing 
on the individual’s efficiency as well as on 
claims experience. A “better health” pro- 
gram includes frequent physical examina- 
tions of workers employed in hazardous 
jobs, those in certain age groups, or those 
with special health problems. Sometimes 
consultation by company medical advisers 
with the employee’s personal physician 
is advisable to help him maintain a better 
halth record. Many companies broaden 
their better-health program to include the 
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removal from the plant of potential causes 
of sickness or poor health. 

3. Community Relations. It is ad- 
visable to maintain close cooperation with 
hospitals and doctors in the community. 
The company medical adviser should make 
personal contact with hospital superin- 
tendents and physicians, explain the plan 
in detail, and enlist their cooperation in 
limiting services to those essential to the 
patient’s recovery. 

A good idea is to provide local hospi- 
tals and doctors with copies of the com- 
pany’s group disability plan. As a re- 
sult, employees will be admitted and dis- 
charged from the hospital with a minimum 
of red tape and will receive the best fa- 


cilities and medical treatment permitted 
under the program at minimum cost. 

4. Incentive Plans. A successful type 
of incentive plan is one that appeals di- 
rectly to the individual by offering him 
time off, with full pay, for regular job 
attendance. One company has substan- 
tially cut absenteeism by offering em- 
ployees one day off with pay for every 
90 consecutive days’ attendance. 

Sometimes more complicated incentive 
plans, aimed at a whole department or 
plant, are also successful. One plan sets 
an estimated claim loss as a maximum 
“goal.” When losses fall below this fig- 
ure, the saving is used to improve depart- 
mental facilities for employees’ comfort. 


—Employee Benefit Plan Bulletin (Johnson & Higgins, 63 Wall Street, 


New York 5, N. Y.), N 


o. 3. 


A NEW FORM OF MEDICAL INSURANCE 


WE stoutp ike to describe a new ap- 
proach to medical insurance that incor- 
porates some highly desirable controls over 
the cost of such protection. In the be- 
lief that this new plan is sound, we have 
adopted it at TPF&C for our own em- 
ployees. 

The usual type of group health plan 
offers too little protection against the in- 
frequent but serious illness where the 
cost can run into thousands of dollars— 
much of it often outside the hospital. On 
the other hand, it does too much in the 
area of relatively small claims for the 
normal run of ailments for which com- 
plete reimbursement or care is often pro- 
vided, especially if the patient is admitted 
to a hospital. Moreover, by providing 
such complete coverage for ordinary ill- 
nesses without any built-in incentives to 
control costs, it tends to encourage claims 
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abuse. The two latter factors have led 
to a pattern of sharply rising costs that 
show no signs of diminishing in the future. 

It is apparent that an “ideal” medical 
insurance plan would have the following 
general characteristics: (1) It would pro- 
vide adequate protection against high 
medical charges arising both in and out- 
side of the hospital; (2) it would reduce 
or eliminate administration costs of small 
claims which could better be treated by 
individual budgeting; and (3) it would 
give the insured employee a personal in- 
centive to eliminate unnecessary treat- 
ment and to keep the over-all costs reason- 
able. 

The first | requirement—protection 
against infrequent but serious cases—has 
recently been met in the form of major 
medical (or catastrophe) insurance plans 
superimposed on basic hospital-surgical 
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plans. But major medical insurance, 
while it adequately covers high medical 
charges and out-of-hospital care, does not 
eliminate all the weaknesses of present- 
day programs. The underlying basic plans 
may still be characterized by excessive ad- 
ministration costs for small claims and by 
claims abuse. 

The problem of small claims and their 
high administration costs can best be 
solved by extending the deductible feature 
of major medical insurance to cover first 
expense incurred, so that the individual 
would have to pay $50, for example, be- 
fore any benefits are insured. Similarly, 
claims abuse can be curtailed by requiring 
the insured to pay a fraction of his total 
charges; thus, it would also seem de- 
sirable to extend the coinsurance feature 
to the basic plan area. 

One over-all plan covering hospital, 
medical, and surgical bills of all kinds, 
whether rendered in or out of the hospital, 
would be simple to administer and ade- 
quate in scope. A typical “new compre- 
hensive medical plan” might have the fol- 
lowing provisions: (1) It would pay 75 
per cent of all necessary and reasonable 
hospital charges; (2) it would pay 75 per 
cent of necessary and reasonable medical 
expenses—in or out of the hospital—after 


a deductible of $50 or $100, depending on 
earnings; and (3) it would pay a maxi- 
mum of $10,000 for any disability begin- 
ning after two years of coverage ($2,000 
during the first two years). 

While the desirability of high-limit cov- 
erage has been almost universally recog- 
nized, features requiring the individual 
to pay a part of his total medical bills 
will hardly be welcomed by employees, 
many of whom are now covered by basic 
plans that pay almost all of the cost of 
routine hospitalization. 

The solution to this problem is largely 
one of employee education and timing. 
There is no reason why the deductible 
and coinsurance features cannot be “sold” 
to employees in return for broader cover- 
age both in and out of the hospital and 
for higher limits of protection against the 
financially crippling costs of serious ill- 
nesses and accidents. 

There are many obstacles in the path of 
developing, explaining, and installing such 
a comprehensive medical plan. From an 
employer’s standpoint the stakes are high, 
but well worth it, because for the first 
time there is some control over the run- 
away spiral of increasing health insur- 
ance costs. 


—The TPF©C Letter (Towers, Perrin, Forster & Crosby, Inc., Consultants on 
Employee Benefit Plans, Philadelphia, Penna.), May, 1954. 


State Unemployment Insurance Legislation—1953 


AMENDMENTS to unemployment insurance laws were adopted by 41 states in 1953. 
On the whole, these changes increased benefit-rate levels, imposed more restrictive 
disqualification standards, and modified experience-rating systems to permit certain 


employers to reduce payroll tax rates. 


Most of the amendments to benefit clauses adopted by 26 states in 1953 provided 
for increases for some workers. In some states, however, the changes reduced the 
benefit rights of others or entirely excluded some from unemployment insurance 


protection. 


During 1953, 17 states amended the provisions as to qualifying earnings or 
employment: 11 states increased the minimum qualifying wage requirements; three 
made no change in basic qualifying requirements, but added provisions which would 
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make it more difficult tor some workers to qualify; and three others liberalized 
qualifying requirements slightly for some workers. 

The emphasis of unemployment insurance legislation in 1953 was on adjusting 
the maximum weekly benefit to reflect higher wage levels rather than on extending 
duration of benefits. Twenty states increased the basic maximum weekly benefit. 

At the end of the 1953 legislative sessions, the maximum basic weekly unem- 
ployment insurance benefit varied from $20 to $35, except in four states, where the 
potential augmented benefit ranged from $38 to $70. 

During 1953, only eight states amended provisions governing the maximum length 
of benefit payments. Four of these, which provide for variable duration of bene- 
fits, increased the maximum period to 26 weeks. Two others extended the 26-week 
maximum to additional groups, and two with uniform duration raised the maximum 
to 24 and 20 weeks, respectively. 

Of the 24 states which amended disqualification-from-benefit provisions, eight 
struck out certain causes which rendered workers ineligible for benefits and fifteen 
added new causes. Eleven states intensified the severity of their disqualifying pro- 
visions, and six lessened the severity. 

—Monthly Labor Review 4/54 


Major Medical Expense Coverage—One Company’s Experience 


ONE OF THE POINEERS in offering major medical expense coverage to employees 
has been the General Electric Company. After two years of preliminary study, a 
plan for executives was started at GE in 1949. In 1951, similar coverage was 
offered to all employees. Nearly 30,000 employees are now covered at Schenectady, 
4,000 at Bridgeport and 5,500 at Syracuse. 

GE’s experience under these plans during the past 214 years was recently re- 
ported by J. F. Duncan before the Council of Employee Benefit Plans in New York. 
It is summarized in the following table: 

















Schenectady Plant Bridgeport Plant 

Average Exposure (number covered) ........ 29,154 4,170 
Total Claims Ea a enn ae 863 110 
Annual Claim Frequency per M ................ 11.8 10.5 
Average Expense per Claim ........................ $766 $827 
Distribution of Total Expense 

RO PN wacedae ecincbacpaees cobedeatoccs niceticcereseees 335 32 

re OD icicscciccsnckececsccccrensetente eves 341 49 

$1,000 to 2,000 .......... is - 156 26 

ON Oe asec ccinscivenchinsnsrceaceciinnee 31 3 
Percentage of Total Expense Paid by 

G. BE. Enewratct Plem <....2.:..........:.......-.. 44.5 42% 

Catastrophe Hazard Plan ...............:....... 30.5 30% 

BEUGTOG OF CARGRAIE onsscncccccnic.ncnccccesecesosne 25 28% 
IIE NE ancl ie ihe ces seanetene 47 45 
Claim Cost per Week per Member ............ 5.3 cents 5 cents 

First period lta ei 30 ” 

ce eS eR at a aa : 

LS. ee a ore ne rene is 33“ 


* Change in provisions of basic GE insurance. 
—Employee Benefit Plan Review 1/54 
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Trends in Health and Welfare Plans 


NOT ONLY are more and more employers footing the bill for health and welfare bene- 
fits, but they're also paying more to provide their employees with these benefits. 
At least that’s what's happening in San Francisco, where the Federated Employers, 
in cooperation with the United Employers of Oakland, recently completed a survey 
of 207 employee health and welfare plans. 

Today, 95 per cent of the employers surveyed foot the entire bill—apart from 
the cost of temporary disability benefits, toward which employees may be required 
under state law to contribute. A little over a year ago, only 85 per cent of the 
plans were employer-financed. Similarly, the median employer contribution now 
falls between $8 and $8.99 per month, while a year ago it fell between $5 and $5.99. 

Another trend noted by the survey is an increase in the number of plans pro- 
viding dependent coverage. At present, 49 per cent have such coverage; in 
December, 1952, the figure was 40 per cent. Of the plans which currently have 





such coverage, 71 are paid for by the company and 30 are jointly financed. 
—Labor Policy and Practice (Bureau of National Affairs, Inc.) 5/6/54 


Also Recommended « « « 





THE ADJUSTER AND THE BUYER. By Benjamin 
Horton. Best’s Insurance News (75 Fulton 
Street, New York 38, N. Y.), May, 1954. 
50 cents. In explaining the philosophy of the 
adjuster’s profession to the insurance buyer, 
the author discusses what the adjuster expects 
from the insured and what he in turn can 
expect from the adjuster. Three phases of the 
adjuster’s job are described—determination of 
the coverage, investigation of the loss, and 
negotiation—with strong emphasis placed on 
the advantages to the insurance buyer of giv- 
ing the adjuster full cooperation in his work. 


MAJOR MEDICAL EXPENSE INSURANCE. By Ben- 
jamin Lorber. Management Methods (141 
West 44 Street, New York 17, N. Y.), June, 
1954, 50 cents. On analyzing its hospitaliza- 
tion and surgical benefit plan, the author's firm 
discovered that it did not provide adequate 
protection against large fees for non-surgical 
services in and out of the hospital, costs which 
could easily bankrupt an employee and his 
family. Setting up a deductible of $100 for 
any one disability and arranging for the com- 
pany to pay 75 per cent of all medical costs, 
the revised plan established reasonable allow- 
ances for hospital charges for room, board, and 
other services, as well as for surgical fees, 
which were placed on a scheduled basis. After 
16 months of operation, the major medical ex- 
pense plan has proved to be outstandingly suc- 
cessful, even though, unlike many other health 
plans, it covers all illnesses without exclusion. 


YOUR HEALTH INSURANCE—WILL IT PAY ALL THE 
BILLS? By Albert Q. Maisel. The American 
Magazine (640 Fifth Avenue, New York 19, 
N. Y.), June, 1954. 35 cents. Despite the pro- 
tection afforded two out of three Americans by 
hospital insurance, and the widespread owner- 
ship of surgical and medical expense insurance 
(80 million and 35 million subscribers, respec- 
tively), prolonged illness is likely to impose 
severe financial strain even on an_ insured 
family, the author observes; typically, it may 
have to bear more than half of the direct costs 
involved. Examining some of the plans that 
have been devised to remedy this situation, he 
concludes that the best hope of a solution lies 
in major-medical-expense insurance, which com- 
bines deductible and coinsurance features with 
the principle of inclusive coverage. 


THE TREATMENT OF INDUSTRIAL NOISE. By 
Henry D. Sayer. Best’s Insurance News (75 
Fulton Street, New York 38, N. Y.), June, 
1954. 50 cents. Industrial noise as a cause of 
compensable disability is the subject of this 
article, which describes in some detail the legal 
background of the problem, together with 
future difficulties it may bring. A source of 
infinite complexity in administration and great 
otential cost is the problem of accrued lia- 
Bitity for already incurred partial loss of hear- 
ing. Declaring that the present situation trans- 
cends in difficulty any that has heretofore 
arisen in compensation, the author calls for a 
through examination of the medical, legal, 
and economic implications of this problem. 
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Survey of Books for Executives 








CAPITALISM AND THE HISTORIANS. 
By T. S. Ashton, Louis Hacker, F. A. 
Hayek, W. H. Hutt and Bertrand de 
Jouvenel. Edited by F. A. Hayek. The 
University of Chicago Press, Chicago, 
1954. 188 pages. $3.00. 


Reviewed by Leo Teplon* 


The search for truth includes the de- 
struction of myths, no matter how old, 
revered and prized the myths may be. 

Here is a slim volume of authentic learn- 
ing put to very practical use: the destruc- 
tion of the gross myths that have been 
current for a hundred years concerning the 
alleged evils that stigmatized the Industrial 
Revolution and the birth of the factory 
system in the first half of the nineteenth 
century. 

As Professor Hayek? points out in his 
introductory chapter, “Historical myths 
have perhaps played nearly as great a role 
in shaping opinion as historical facts.” 
And this volume makes it clear that much 
of the writing that has shaped opinion 
about the early years of the factory system 
consists of assiduously cultivated myths. 

Who does not recall the pitiful stories 
of scrawny children whose lives were 
blighted by long and weary hours in mill 
and mine, the immoral and inhuman con- 
ditions of employment of women, the har- 
rowing tales of mushrooming city slums 
that have become standard in describing 
the development of the factory system in 
the 1820’s and 1830’s? The authors of 
Capitalism and the Historians have ren- 
dered a signal service in putting the condi- 
tion of early factory employees in a per- 
spective of scholarly objectivity. For the 


* Industrial Relations Consultant, American Iron and 
Steel Institute. 


+t Professor of Social and Moral Science in the 
Committee on Social Thought, University of Chicago. 
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classic description of the conditions of 
employment and living of the early em- 
ployees of the factory system has colored 
social and political thinking to this day. 

The rise of capitalism was opposed by 
the conservative landed gentry of England. 
As in our own day, the extreme conserva- 
tives and the radicals made common cause 
in misrepresenting the new capitalism and 
propagandizing against its alleged evils. 

Most of the propaganda stemmed from 
“Sadler’s Committee,” set up to inves- 
tigate the conditions of employment of 
children in factories in 1831. To get his 
“Ten Hours’ Bill” through Parliament, 
Sadler had the Committee submit a report 
after the Committee had heard only the 
critical witnesses selected by Sadler, and 
before any opposing witnesses had been 
heard. 

As W. H. Hutt,* one of the authors of 
Capitalism and the Historians, points out: 
“Even Engels, Karl Marx’s comrade-in- 
chief, describes the Report thus: ‘Its re- 
port was emphatically partisan, composed 
by strong enemies of the factory system 
for party ends. . . . Sadler permitted him- 
self to be betrayed by his noble enthusiasm 
into the most distorted and erroneous state- 
ments,’ ” 

Even though later reports effectively 
answered its charges, it was the original 
report which became the source of basic 
data for subsequent writers. The correc- 
tions never caught up with the original 
charges—a situation not unknown to the 
newspaper reader of today. 

The Sadler’s Committee report was 
avidly taken up by Marx as evidence of 
the degradation and imminent demise of 
the capitalist system; by the equally emo- 
tional, if less militant, Fabian Socialists; 


* Professor of Commerce, University of Capetown. 











and by most of the reformers and intel- 
lectuals of that day and many years to 
follow. It has done immeasurable harm. 

Most of the history writing has been 
done by men who were not economists, 
and who could not be expected to under- 
stand the revolutionary nature and the 
limitless possibilities of capitalism. They 
saw that certain conditions were bad—as 
indeed they were—and did not stop to 
ask themselves whether the deplorable 
working conditions and burgeoning slums 
were caused by capitalism or by the sud- 
den increase in population, the universal 
migration from the land to the cities, and 
the Irish influx; nor did they investigate 
to find out whether conditions might not 
have been much worse without the greatly 
increased production that was made pos- 
sible by the factory system. Little wonder 
that Alfred North Whitehead concluded: 
“The more history I read, the less I think 
of historians.” 

Had these writers studied the nature of 
capitalism, instead of demanding laws to 
curb the rising giant, they might have con- 
cluded as does L. M. Hacker,* one of the 
contributors to this volume: “Sound mon- 
etary and credit policy as a public function; 
risk-taking as a private one—here in epi- 
tome is the history of capitalism.” How 
many blind alleys that might have saved 
subsequent generations ! 

The zeal of those who were determined 
to demonstrate the viciousness of the fac- 
tory system apparently was not limited 
by ethical considerations. W. H. Hutt 
refers to a cripple, deformed from birth, 
being exhibited in the hall of a benevolent 
nobleman to impress his friends with the 
injurious results of factory labor. The crip- 
ple was also taken on the road, to show 
how monstrous this upstart factory system 
was. Propaganda is not a 20th-century 
innovation, 

Capitalism and the Historians, though 
a hundred years late, is still very badly 


* Dean of the School of General Studies, Columbia 
University. 
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needed and deserves a wide audience, espe- 
cially among those who are instrumental 
in helping others understand our present 
system and the roots from which it sprang. 
Seldom has distinguished scholarship been 
put to better use than in this book. 


FREEDOM’S FAITH. By Clarence B. 
Randall. Little, Brown and Company, 
Boston, 1953. 198 pages. $3.00. 


Reviewed by Herman W. Steinkraus* 


In this, his latest book, Clarence B. 
Randall, Chairman of the Board of In- 
land Steel, sets forth his philosophy of life 
and at the same time gives specific busi- 
ness advice based upon broad experience. 

It is particularly noteworthy when a 
businessman writes a book of this kind. 
The reader is less conscious of the author 
as a prominent steel executive than as a 
human individual whose philosophy of life 
is a reaffirmation of all those basic prin- 
ciples we were taught in childhood. Mr. 
Randall has tested these principles through 
a trying period for our nation. This was 
also a period of strenuous activity for him 
as a businessman and a citizen, enjoy- 
ing the freedom and meeting the problems 
of an individual in a free society. 

Anyone who reads this book will be 
impressed with Mr. Randall’s ability to 
recognize and express those fundamental 
truths, learned in the course of a suc- 
cessful life. But he also points out flaws 
which have crept into our thinking—such 
as our false complacency over American 
achievements as the biggest and mightiest 
in the world. 

He also warns us against destructive 
forces which begin from worth-while in- 
tentions but end up with dangerous prac- 
tices such as combinations in restraint of 
competition by industry, subsidies by gov- 
ernment, or featherbedding by powerful 
unions. 


* President and Chairman of the Board, Bridgeport 
Brass Company. 
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The chapters on “The Businessman and 
Education” and “The Businessman and 
Religion” point out a course which he has 
thought through for himself in terms of 
a sound philosophy of life. Each indi- 
vidual sooner or later needs to face up 
to the task of developing his own philoso- 
phy if his life is to be given real meaning. 


based on experience in the great adven- 
ture of life in our democracy. 

The chapter on “Management as a Pro- 
fession” clearly outlines what modern 
management means, as contrasted with the 
old school of plant management. Every 
executive can afford to read through this 
brief outline, which in a limited number 


of pages sets forth not only the functions 
but also the spirit of good management. 

Freedom’s Faith is a compact volume 
by a man of vision and enthusiasm, based 
upon his experience in a great industry 
and a great country. It is worth a care- 
ful reading. 


This forward-looking book is a concise 
picture of a successful businessman’s phi- 
losophy of life. It is one that should be 
read by young men particularly, because 
of its forward look and its stimulating 
recognition of fundamental principles, 
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THE WONDERFUL WRITING MACHINE. By Bruce Bliven, Jr. Random House, New York, 1954. 
229 pages. $3.95. A sprightly and informative account of the typewriter from its earliest 


beginnings in England, circa 1714, to its present preeminence as mainstay of business com- 


munications and source of livelihood for 2'4 million American working girls. More than 60 


illustrations supplement the text, which is also liberally interspersed with quotations from a 
variety of authentic historical sources. 


COMMERCIAL ART AS A BUSINESS. By Fred C. Rodewald. The Viking Press, New York, 1954. 
129 pages. $2.95. Those who buy or use the products or services of commercial artists, as well 
as commercial artists themselves, will find much of interest and practical value in this guide. 
Discusses such factors as the pricing of artwork and artists’ services; the markets and sources of 
availability for commercial artwork; legal questions concerning contracts, copyrights, royalties, 
etc.; how an art agency or service studio operates as compared with free-lance artists; factors 


in the planning, scheduling and carrying through of art projects; and other areas of common 
concern to buyers and sellers in this field. 


SUCCESS AND SATISFACTION IN YOUR OFFICE JOB. By Esther R. Becker and Richard L. Lawrence. 
Harper & Brothers, New York, 1954. 149 pages. $2.50. How the office worker—beginner 
or experienced employee—can create the job environment most suitable to her particular abili- 
ties and potentialities is discussed here. In addition to chapters on the psychology of tact, 


planning, showing initiative and handling office machines most efficiently, the book includes 
specific advice for the older woman who is seeking employment. 


THE SALESMAN’S COMPLETE IDEAS HANDBOOK. By Emille Raux. Prentice-Hall, Inc., New York, 
1954. 227 pages. $4.95. More than 1,000 techniques are outlined here on finding and holding 
good prospects, increasing the salesman’s output, getting across the sales message, and 
many other aspects of selling. The author's view is that there are no “natural-born” salesmen 


and that observance of objective principles of successful selling can enable any “ordinary” 
salesman to achieve top earning power. 
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3 SOUTHERN PLANTS OF INTERNATIONAL HARVESTER COMPANY. By John Hope II. Selected 
Studies of Negro Employment in the South. NPA Committee of the South, National Planning 
Association, Washington, D. C., 1953. 143 pages. $1.75. Policies and practices of non- 
discrimination followed by management and labor unions at three southern plants of the Inter- 
national Harvester Company are described in this report, one of a series of six case studies of 
biracial employment. Special significance is attached to three company-wide policies: advance- 
ment from within, for management as well as workers; collective bargaining with authorized 
unions; and continuous application of a planned program of nondiscrimination. In all three 


plants, the report states, the results have been that white and Negro workers performing the 
same job get the same wages; the Negroes’ share of total employment and of jobs above the 
unskilled level has increased; and the proportions of white and Negro workers in semi-skilled 


production jobs are approximately equal. 
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